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ment 1s wisely choosing one of the principal fields in which vigorous 
legislation can be most fruitful and need not provoke unnecessary con- 
troversy on purely party lines. 


But if the legislative programme is light and useful, the programme 
for economic action is light and inadequate. It differs in three respects 
from the policy that might have been expected of Mr Gaitskell if 
Labour had remained in office last month. Company dividends are to 
be restricted by an excess profits tax instead of by statutory limitation ; 
in the import cuts there is less emphasis on direct dollar saving than 
has been customary ; and the promise of economy in next year’s gov- 
ernment spending is a little more definite and convincing than Mr 
Gaitskell could easily have made it. For the rest, the measures are 
those that any Chancellor would probably now have found unavoid- 
able. Even,.the attempt to restrict credit goes no farther, at this stage, 
than Mr Gaitskell might perhaps have gone after the election. 


“ The seriousness of the situation,’ the new Chancellor said on 
Wednesday, “justifies any departure from precedent.” He meant that 
he would disclose the dollar deficit in the single month of October 
rather than wait for the usual quarterly statement. For the rest, the 
present programme follows the precedents set by Labour Chancellors 
in the previous postwar crises closely enough. It might claim to roll 
into one the summer import cuts and the autumn capital cuts of 1947. 
On the other hand, the essential budgetary attack on inflation is post- 
poned till April, whereas Dr Dalton at least made a first move towards 
it in November, 1947. 

The point of this comparison should not be misunderstood. It does 
not mean that Mr Churchill’s Government is exposed to the same 
blame for doing too little too late as was Mr Attlee’s Government four 
years ago. It is not the Tories’ fault that the crisis of solvency has 
grown unchecked to the point Mr Butler had to describe. Plain though 
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~ the growth has been to independent observers, eleven 
days is little time in which to expect politicians to pass 
from the atmosphere of an election campaign, and from 
the rnore hardened attitudes of six years in opposition, to 
3} the realities of office. What is being done at once requires 
no mean measure of political courage. The Conservative 
Government will not be condemned for the inadequacy 
of its first programme. It will be condemned if it 
supposes that this programme is much more than a first 
gesture to demonstrate the seriousness of its intent. It 
will be condemned if Ministers deceive themselves that 
they are as yet much nearer to solving the permanent 
problems of the British economy than Dr Dalton was in 
October, 1947. It will be condemned if they imagine 
that they can now wait and hope that by April things will 
not be so bad after all. 


ae 


Ss * 


= Three-quarters of the immediate programme consists 
ig in the restriction of British expenditure overseas. To 
SS slow down the accumulation of stocks of strategic 
materials is a necessary act of prudence. There is also 
ne choice but to abandon hopes of increasing the food 
rations and some will have to be reduced. The halving 
of the foreign exchange allowance for tourists is harder 
to defend because the saving is small and the damage to 
international good relations may be considerable. The 
Ne major economy, however, will be in imports of foods and 
= certain manufactured goods from Europe. That is a 
Be sad, if partial, retreat from the freeing of trade among 
a Western European countries that had stood as one of the 
= few recent achievements of international co-operation. 


Mr Butler certainly did not put the wisdom of this 
measure beyond doubt. He estimated that the full effect 
of all the measures to economise foreign exchange would 
be to save £350 million a-year (against a deficit that 

t might otherwise be {500 million or {600 million in 
). He did not try to indicate how quickly this effect 
might be apparent in the trade returns, after existing 
contracts have been honoured. Yet the restrictions, and 
particularly the restrictions on imports from Europe, can 
be justified only as emergency measures promptly 
effective in a desperate situation. In the longer run 
their effects are certainly mixed and the net advan- 
tage is highly questionable. Britain is not the only 
European country to be pinched by adverse terms of 
trade. Mr Butler himself took care elsewhere in his 
speech to emphasise that British problems are “ at 
bottom, the problems of the defence of the free world.” 
The example of a beggar-my-neighbour remedy for a 
common problem, so promptly set by a Conservative 
Government here, is unlikely to go uncopied, and in a 
mi general retreat from trade liberalisation British exports 
may well be reduced as much as British imports. There 
is a particular danger that more scope may in consequence 
be given to the reviving competition from Germany. 
And, in any event, the restriction of imports by admini- 
strative action will widen the gap between supply and 
demand in the home market and intensify the need for 
disinflationary policies to reduce demand. 


ie For these reasons the fresh bout of trade restrictionism 
“ will be justified only if it is immediately effective in 
restoring confidence in sterling, in persuading foreign 
traders and bankers that under their new Government the 
British people are determined to cut their coat to the 
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‘ 
cloth, to live on what they earn, The issue of ¢, ifidence , 
is decisive. The dollar deficit last month was 2: the raj, “ 
of $3,840 million a year. That is nearly as b> a the a 
deficit in 1947 and much bigger than the rate «ring the “0 
six crisis months that in 1949 led to devaluation. Specy. 
lation against sterling has again reached mo: larming ; 
proportions. Unless the movement is quick!) reversed but 
the dollar reserves can fall to the point of bankruptcy jp sl 
a matter of months. And it is certain that impo~: restric. Itt 
tions in themselves will not restore the world’s «or fidence am 
in’sterling. They area medicine that has been ‘ied ang +4 
found ineffective before. ve 
The crux is in the policy of disinflation, and imme. i. 
diately not so much in its practical effects at home as jp dia 
the sense it creates both at home and abroad that the be 
Government is in earnest about it. For this symbolic the 
purpose the raising of the Bank rate by a mere per cent ren 
is pitifully inadequate. As is argued in an article on the 
page 1124, Mr Butler’s gradualistic approach to the use tha 


of monetary policy may in the long run be a: 


enective 
as any. It has to be hoped that the outside world wil] 
also give him the benefit of the doubt. But he should 
be fully aware that at the best it will do so for a strictly 
limited time. If he prefers to go cautiously in restricting 


credit, then there must be no doubt about the 
determination behind his other policies. 


. the 

At 

Faith in the Government’s determination must in any os 
event be based more on the supporting evidence than on : 2. 
the direct monetary policy that, as Mr Butler said, can- te 
not by itself have decisive results. From this point of al 
view the postponement of new building is unimportant. oth 
It is avowedly intended to increase, not to reduce, the ol 
amount of building work finished next year. 1: will help i 
to check inflation only to the extent that it makes some ee 
building workers redundant by getting the work done the 
more efficiently. And since the Government siicks to its of 
intention of building more houses as soon as possible it we 
can be taken for granted that few workers will, in fact, be mn 


declared redundant. 


The conclusion is inescapable. The effect ( 
Government policy depends almost entire!y on its’ 
remaining subdivision: it depends on the promised 
economies in the Government’s own spending next yeal. 
And it is here that the programme is most disappointingly 
cautious. The careful internal.review described by Mr 
Butler will no doubt secure some appreciable pruning 
of the estimates that would otherwise have been pic 
sented. It offers little hope of substantial net econcmies. 
The Chancellor rejected proposals for an externe) review 
by an independent committee with the argument (Dai 
would put Ministers on the defensive on beha'! of tha 
departments. If that is true it means that the 
enthusiasm for economy is, to say the least, lukewarm. In 
that spirit no internal review will achieve larg: results 
whatever “co-operation” Mr Butler’s colleagues have 
promised him. To cut out “all waste and uniccessly 
expenditure,” to defer or slow down “less essential 
services "— wherever possible "—will not tsnsform 
the British budget. The marginal adjustmen's will be 
welcome, but” will not rescue this island ‘rom ‘he 
familiar perils that have this week been “ disclose. with 
so fine a flourish. If the Conservatives agree (bat Of 
primary remedy must be to cut Government spending 


veness of 
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_and there is n0 alternative—then they cannot- possibly 
expect [0 match their policy to ae inetd of the 
sjuation without cutting welfare expenditure and getting 
better value for It. 

Until this is recognised the Government can offer little 
but the familiar prescription. | It comes close to copying 
glvation by fleabites—the bites to be made next year. 
i: is Labour's policy of minor expedients breeding major 
crises. There are, indeed, some improvements. There 
‘sa [ittle more inclination to let the economic mechanism 
work—so long as it works without hurting anyone. There 
is a bow to economic sanity by charging local authorities 
the market rate for housing loans ; and there is an imme- 
diate indication that sanity will not count because if need 
be the housing subsidies will be increased in order that 
the higher interest charges will not be reflected’ in the 
rents tenants have to pay. One is left wondering where 
the new policy is even supposed to lead. Is it, in brief, 
that everything necessary “to make and keep sterling 
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strong” will be done, provided only that ninety-nine 
people out of a hundred barely notice it ? 


It is, fortunately, too soon to despair. The Govern- 
ment has had little time to take the measure of its prob- 
lems. That measure surely cannot long remain hidden. 
What is at stake is, plainly, the survival of the British 
economy. It is not only the survival of the trade on 
which, as the Conservative party well understands, British 
prosperity and influence were built. On that trade 
depend also, in the absence of American subsidies, the 
full employment and the welfare state that the Conserva- 
tive Government is rightly pledged to maintain. The 
cuts that will secure survival are cuts not in trade but 
in the excessive demands on the economy that are limit- 
ing and distorting its trade. It was never easy to be 
confident that a Conservative Government would have 
the resolution to make those cuts in time. But at least 
Mr Butler has given himself some breathing-space in 
which he may go on to more adequate remedies. 


Truce without Illusions 


HERE was never a moment in the Korean war when 

greater caution was needed than now in interpreting 
the news. This is because the news has begun to be good. 
At the armistice talks in Panmunjom much progress has 
lately been made in ‘narrowing the field of disagreement 
about a cease-fire line ; in fact, both sides have now 
made differing proposals about much the same thing— 
that the present front be taken as a basis for work by a 
sub-committee, while the main delegations discuss 
other items on the agenda. At General Van Fileet’s 
headquarters there is also a feeling of greater military 
strength. The bitter summer and autumn campaigns 
are regarded as having secured a winter line which 
the enemy cannot break. Even the hard-pressed people 
of South Korea have plucked up fresh courage ; they are 
trickling back to Seoul from the extremities of the penin- 
Sula and are fanning out again on their shell-torn farms. 


On the other hand, all this could be reversed over- 
night. Neither the speeches and statements of the Com- 
Munists nor their laboured handling of negotiations 
across the table at Panmunjom give any certainty that 
they want an armistice at all. During the Chinese civil 
Wat, ttuce talks were almost invariably used to gain time 
for (grouping, and in Korea there are reliable reports 
that the building up of the Communist armies continues 
ee ge the United Nations front is strong enough 
anh ~ cnemy, something in the nature of an 
7 oe offensive would surprise no one on the allied 
p> Muaian aircraft are being used in constantly grow- 
~ oroavogt and the allies are no longer masters of all 
mi Oral ie In Peking the Chinese leaders 
hbuse 1.4 ate their people by warning, instruction, 
5 and exhortation, for a long war, 

; a the moment, however, the balance is on the side 
oi ogress in the armistice talks. Whatever their real 
wid and whatever their long-term objectives, the 

vm ae abandoned their former impossible 
etd» he uce line on the 38th parallel, have now pro- 
but forward Nc Mifflers by only a few miles from that 
" ee by the United Nations. At the same time, if 
sehen MuNists are sincere in an armistice, it 

Y be that the task-of ironing out these few miles may 


yet prove long and difficult. If they are not sincere, they 
could afford to yield fairly readily at this point and, 
having gained some propaganda advantage in appearing 
to show good will; could make their next real stand on one 
of the other items on the agenda. 


On the United Nations side the armistice negotiations 
are virtually in the hands of the Americans. This is no 
more than fair and realistic in view of their preponderant 
share in the military effort. The other nations which 
have sent contingents to the Korean war may also rest 
on the assurance that General Ridgway and his negotia- 
tors, led by Major-General Henry I. Hodes, are being 
extremely cautious in their own interpretation of develop- 
ments in the truce talks. There has been no let-up in 
American military preparedness and there is no intention 
that there shall be, until the last item on the armistice 
agenda has been agreed. The risk of slackening the effort 
is nevertheless a real one and it applies as much to 
America’s allies as to the United States. It will grow 
with every step forward in the armistice talks themselves, 
a fact on which the Communists, if they are not sincere, 
may well be counting. The risk in fact is threefold, in 
respect of the military command on the spot, of American 
opinion at home, and of public opinion in the countries 
of Western Europe, where there is already a dangerous 
tendency to want to end the Korean war at almost any 
price that can be represented as reasonable, whatever its 
ultimate consequences. 


It is difficult to see how the armistice negotiations can 
be anything but protracted, however willing the Com- 
munists may be to see them concluded successfully. The 
next item on the agenda is agreement defining the scope 
and precise functions of armistice commissions, appointed 
by each side to see that the other does not use the truce 
to prepare for a new offensive. Given the great aversion 
of the Russian and Chinese Communists to inspection 
in any form, it is likely to be difficult even in the most 
favourable circumstances to devise a satisfactory means 
of seeing that the Communist command sticks to its 

i _If that hurdle can be cleared, the next 
item is the exchange of pri in, the Russians 
se and North 


a 


prisoners. i 
have a very bad record and both the 
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Koreans have so far shown complete disregard for the 
normal conventions of war, such as accepting inspection 
by the Red Cross and the ministrations of a neutral pro- 
tecting power. There seems little reason to suppose that 
they will at all readily agree to the minimum acceptable 
conditions for the transfer of prisoners. 


Lastly, there is the item on the agenda known as 
‘‘ recommendations to governments.” It is here that the 
military armistice talks must merge into the wider 
political discussions that will have to take place if a 
truce is to be converted into peace. And it is here, 
accordingly, that perhaps the main obstacle to a cease- 
fire will be encountered. This item on the agenda refers 
mainly to the question of the withdrawal of foreign troops 
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from Korea. It thereby raises directly the problems 
which formed the object of the exchange of messages 
last January between the political committee of the UN 
General Assembly and the Chinese, at the time when 
General Wu Hsiu-chuan’s mission was at Lake Success. 
In replying to the Assembly’s statement of principles of 
January 13th, Mr Chou En-lai, the Chinese foreign 
minister, said on January 17th that the war in Korea 
could only be ended on the basis 

of the withdrawal from Korea of all foreign troops and of 
the solution of the internal affairs of "Korea by the Korean 
people themselves ; that the United States armed forces must 
be withdrawn from Taiwan (Formosa) ; and that the repre- 


sentatives of the People’s Republic of China must obtain 
their legitimate status in the United Nations. 








_ As other events intervened and as the military campaign 


had developed unfavourably for the Communists by the 
early summer, Mr Malik made his famous broadcast in 
June. He no longer insisted on the American abandon- 
ment of Formosa or on a Chinese Communist seat at Uno 
as conditions for a cease-fire in Korea. Both points had 
been vigorously rejected by the United Nations as in no 
way connected with the stopping of the fighting. In the 
exchange of messages leading up to the first cease-fire 
talks in July, however, it was plain that the Chinese con- 
tinued to attach the greatest importance to the withdrawal 
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of foreign, troops, and it was only as a compromise that 
the question was deferred for discussion at the Cease-fire 
talks themselves, being placed on the agenda in jr; 
camouflaged form. 

Today this problem of the withdrawal of foreign troops 
during the twilight between the end of full-scale wa 
and agreement on settled peace terms, must raise in ay 
acute form the enigma of China’s—and less directly 
Russia’s—intentions. There can be no question of with. 
drawing United Nations troops from Korea until the 
South Koreans are in a position to defend their ow 
interests. They can only do so if their army is bigger 
better equipped and more highly trained than it was 
before the Communist aggression last year, and if there 
are clear international guarantees that another attack op 
them would bring the free world to their assistance 
The alternative would be to reach a political settlement 
in which their position in a united Korea was assured— 
the final objective to which the United Nations is stil 
committed. But either course implies a considerable 
interval between the moment of armistice and the with- 
drawal of UN troops. And, while it is not enough ina 
Communist country like North Korea to secure the 
withdrawal of the Chinese forces as a condition of UN 
withdrawal from the South, Chinese withdrawal must 
move in step with any reduction of UN strength. 


present 


e 


As these wider questions impinge on the armistice 
talks at Panmunjom, it is clear that there is more and 
more opportunity for the Communists to prevent find 
agreement, while at the same time appearing to have 
made great concessions for peace and being able to place 
the blame for failure on the Americans. All depends on 
what they really want at the present stage, which is stil 
a very long way short of the point at which there could be 
any practical discussions about the wider settlement 
the Far East that the free world wants. Apart from the 
key questions of withdrawal of troops, abandonment o 
Formosa and a Chinese Government seat at Uno, Peking 
originally demanded that peace in Asia—as distinct from 
a military cease-fire in Korea—should be negotiated by 
seven nations, China, Russia, Britain, America, France, 
India and Egypt, meeting in China itself. These again 
are conditions which the free world could not accept, 
even if a settlement had been reached in Korea. 

What is so far still lacking is any firm evidence of 2 
Communist will for peace. Last February, Stalin declared 
to a correspondent of Pravda: “ If Britain and the United 
States of America finally reject the peace proposals of the 
People’s Government of China, the war in Korea can end 
only in the defeat of the interventionists.” This has never 
been gainsaid, and as a pronouncement by the world’s 
supreme Communist it must continue to be taken 
seriously. While, therefore, it is right to hope and work 
for the first step of all, an armistice in Korea, the wider 
background must never be forgotten. Fortunately; 
General Ridgway and his colleagues appear to be anxious 
—perhaps over-anxious—not to be fooled by the first 
impressions made by each new Communist propos! y 
Panmunjom. They know from the political experience 
the last five years in Korea and from the military lesso™ 
of the last few months that they cannot afford to give ¥4 
without obtaining specific gains in return. It is the duty 
of the outside world, particularly in distant Ean 9 
try to understand their problems and not to urge W° 
ness when only strength can mark any real path to pee 
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Europe’s Arms Inquiry 


HE layman is only slowly becoming aware of the fact 

that crucial decisions about the western rearmament 
for which he has to work, pay and serve are now being 
taken as much on an international as on a national basis. 
What, he asks, is happening in the North Atlantic Treaty 
Organisation ? Who are these “three wise men who 
avel so assiduously ?. Why has General Eisenhower 
been consulting with President Truman about Europe’s 
capacity to rearm ? Who is this General McNarney who 
has appeared in Paris with a fresh set of military experts ? 

To understand what has been happening since the 
Ottawa Conference one must go back to the time before 
that September meeting of the Atlantic Council. Three 
main bodies were then working on plans for the defence 
of Western Europe. ‘ In addition to General Eisenhower’s 
headquarters near Paris there were the Financial and 
Economic Board, the Defence Production Board and the 
military Standing Group in Washington. All-had planned 
themselves more or less to a full stop. The Standing 
Group had decided what forces were needed from mem- 
ber countries by a certain date if the Russians wére to be 
deterred from attacking Europe. The Defence Produc- 
tion Board had listed the equipment that could and could 
not be produced in Europe without assuming any great 
degree of co-ordination, or the existence of an artificial 
stimulus such as “ off-shore” purchases by the United 
States. It also had a fairly accurate idea of where in 
Europe surplus productive capacity existed, which would 
not be used without stimulus, of the extent to which this 
surplus capacity could meet the gaps in military require- 
ments, and of the main factors preventing it from 
being used. In almost all countries except Britain 
the real difficulty lay in an unwillingness or inability 
to shoulder new financial burdens. The Financial and 
Economic Board had been analysing these burdens and 
their impact on economic stability. It found that the 
problems created by rearmament differed from country 
to country: in Britain the impact was mainly on the 
balance of payments, but in France on the cost of living. 
Itadded the reminder that, in most cases, current produc- 
tion plans were conditional on receiving economic aid 
irom the United States. But the board was unable to 
say whether Europe’s fears were justified, or what 
co-ordinated action could ease the burden. 


_ At Ottawa it was clear that the three bodies working 
independently could get no further and that they had not 
got far enough. If plans were to become realities, new 
personalities, a fresh political impulse and a different 
angle of vision were required. The personalities must 
stone and influential enough to be able to commit 
md countries to the real limit of their capacities. The 
a. impulse must be found to stimulate international 
ate : and ‘national sacrifices that were beyond the 
rl — officials.” The new angle of vision was 
"i rl ape in perspective and to relate for the first 
ve rat needs and economic possibilities. There 
pote hg ate on the same graph the curye of desirable 
instability spctos and the curve of threatening internal 
where thes. somebody had to find the optimum point 
two lines would cross. 


lon ‘attempted to provide for this new task in the 
§ manner. The Temporary Committee of the 


Council (TCC) was formed in Paris, with representatives 
from the twelve member countries of Nato. After one 
meeting, it appointed an Executive Bureau (the three wise 
men), consisting of Mr Harriman (United States) in the 
chair, M. Monnet (France) and Sir Edwin Plowden 
(Britain). They appointed) two advisory groups to help 
them: an Economic and Financial Committee drawn 
largely from the permanent personnel of the FEB and a 
Screening and Costing Committee under the American 
General McNarney, who with his efficiency experts from 
the Pentagon is to use his scissors on the frills of the 
military programme. 

By far the most important feature of this new tem- 
porary organisation is the position of Mr Harriman. A 
few weeks after his arrival in Paris, he was chosen by 
Mr Truman to administer the American foreign aid pro- 
grammes, at the head of a new office in Washington 
called the Mutual Security Agency. In this office are 
concentrated the functions that have hitherto been 
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scattered between the State Department, the Defence 
Department. and the Joint Chiefs of Staff. It will also 
include the administrator of the Battle Act, which was 
designed to limit trade beyond the iron curtain carried 
on by recipients of American aid. Mr Harriman is thus 
at the centre of the efforts~being made in Paris to 
co-ordinate European rearmament ; he is at the same 
time at the centre of the organisation in Washington 
which will direct economic and military aid abroad. 


If the first task of the “ three wise men ” is to find the 
present point of intersection between military strength 
and domestic stability, the second is to find ways and 
means of pushing this point as high up the graph as 
possible. To do this it was necessary to get the timetable 
straight, and Mr Harriman’s visit to London last week- 
end suggests that important progress has been made. A 
not entirely unfounded rumour was circulating that 
General Eisenhower was dissatisfied with Europe’s pro- 
gress ; and there have been many reports that he had 
sent a personal message to Ottawa pleading for a greater 
effort from Europe. 


General Eisenhower is, in fact, not asking Europe, 
as it begins to stagger under the present. sfrain, 
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to shoulder a much heavier load than that which it has 
already accepted. It is not the total size of the projected 
programme over the next three years that worries him 
but the fact that, in implementing this programme, 
countries are tending to forget the real objective of Nato. 
This is to deter the Russians not only in 1954, but—to 
the best of its ability—in 1952 as well. It is just as 
important—perhaps more—to have 20 divisions fully 
equipped in 19§2, as 80 divisions in 1954. In short, the 
emphasis next year will be more on equipping the men 
already trained than on raising new divisions ; and this 
may throw a heavier burden on American industry and 
a slightly lighter one on European manpower. 


* 


Next comes examination of-the content of the pro- 
grammes in relation to the timetable. The “ wise men ” 
began by asking governments for answers to a new 
questionnaire, designed by themselves, to reformulate as 
clearly as possible the information on which the financial 
and production boards had been working. The replies to 
these questionnaires are still coming in ; but it is begin- 
ning to look as though the impression given at Ottawa 
was not very far from the hard reality. Rearmament is a 
serious threat to the internal stability of Europe. 


To some extent the remedy lies in the hands of the 
separate governments, through the fiscal policies and 
physical ‘controls which they may or may not feel able 
to adopt. The Paris committee has to try to screw up 
its political courage to the requisite point. Yet, even 
if all are as brave as they ought to be, the dangers will 
still be great. They can be lessened in two main ways. 
It may be possible to cut the cost and wastage involved 
in raising and equipping the armed forces, without 
impairing their fighting efficiency. Their arms may be 


too-elaborate ; their training may be too comprehensive ; \ 


and their eating and dressing may be too lavish. These 
and similar questions are being examined by General 
McNarney and his group. In the wider sphere, the three 
wise men may have to consider whether the present 
world-wide distribution of troops is best calculated to 
keep the peace. Are the Americans protecting the Pacific 
too well and Europe too little ? What should be the 
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balance of strength as between the Far East, the Middle 
East and Europe ? These are global questions ; 


% nd it js 
not clear who is to answer them ; but those who are 
trying to lighten the burden in Europe can hardly ayoig 


the necessity of doing so. 


A second way, of lightening the burden is co-ordinateq 
action. A number of le have been talking for the 
past year about a co-ordinated arms programme. we 
practically the only co-ordination that has emerged from 
it all has been the one-way flow of arms across the 
Atlantic. It is now clear that there will be 1 
co-ordinated arms programme, in the sense tha: Europe 
and America can never be regarded as a single arms pro- 
duction unit and the Nato forces as a single acins marker 
But if this is impossible, there may yet be co-ordination 
of a supplementary kind. Where there is unused capacity 
in Europe that can fill gaps in the military programme 
a reasonable cost, it may be possible to use it by some 
system of joint/financing. Instead of selling Belgian and 
German steel for dollars across the Atlantic, it may 
be better to divert it to France and Britain, where 
rearmament programmes are being threatened by the lack 
of steel and by the lack of dollars to buy it from America, 

Finally, the wise men cannot fail to look at the question 
of American aid. They must consider first how the aid 
already granted by can be used to the best 
purpose. Who has first’ call on the economic aid? 
Should some of the military aid be used, as Congress 
finally agreed that it might, for placing contracts for arms 
in Europe where surplus capacity exists ? Or is it 
quicker, more efficient and cheaper to concentrate it in 
supplying finished American weapons ? They must con- 
sider, too, whether Congress granted the aid in the most 
useful form. It may prove to be healthier for Europe to 
receive more dollars to keep its civilian economies steady 
and fewer to defend its frontiers. Mr Harriman will have 
to decide whether he accepts this thesis and. if 50, 
whether he can ask Congress to alter the existing appro- 
priations accordingly. It is a further object of the Paris 
exercise to advise Congress on the amount of aid for 
which it may have to be asked in the next two or three 
years—and Congress expects detailed advice when it 
considers next year’s appropriations in January, 1952. 


Contest in Curves 


‘ELEVISION has let loose upon the unsuspecting 

public a new medium of misinformation—the graph. 
Even more than statistics, graphs can seem to prove 
almost anything. . Their use or abuse stimulated one of 
the few lively exchanges in the recent election campaign. 
Mr Eden introduced into his television broadcast a graph 
(the first of the two reproduced on the next page) showing 
the rise in the cost of living since 1945. This was roundly 
denounced by Mr Christopher Mayhew as a “ fake ”; 
or rather, to be exact, Mr Mayhew first attacked a similar 
graph distributed in Conservative leaflets and publica- 
tions, and also reproduced on the next page. Later he 
applied the same strictures to the one shown by 
Mr Eden. 


The main point of Mr Mayhew’s criticism was that 
the rise in the cost of living had been made to look much 
steeper than it has actually been by the device of 
lengthening the vertical axis and shortening the hori- 
zontal one; and he produced for his audience a 


“ counter-fake ” in which the units on the vertical axis 
were compressed while those on the horizontal axis were 
spread, so that the curve was almost flattened out. He 
also showed an “honest” graph, which, he claimed, 
fairly represented the rise that had taken place. 


The controversy was continued in a vigorous exchange 
of letters published in the press. It did little © 
clarify the original point. Is the “ honesty’ of 
a graph dependent at all on its scale ? Certainly there 
is no one scale that alone uces an honest result. 
Technically any graph is accurate which has the scales 
correctly marked and the points correctly plotted, and, 
if these two conditions were satisfied the Conservative 
graph and Mr Mayhew’s counter-fake would be. mathe- 
matically speaking, equally accurate. To represent the 
rise in prices by an upward curve is, after all, merely 
symbolic, and no one gradient is There are, how- 
ever, good graphs and bad A good graph 
strikingly represents the points t out in the accofr 





ae!) a |e ee ae oe! COU ee, eee eee 





Ts ox Co 


x1S 


He 
ad, 


ge 

(0 

of 
ere 
ult. 
ales 
nd, 
Hive 
he- 
the 
rely 
ow- 
aph 
omi- 





THE ECONO sf, November 10, 1951 


panying text ; its function is to make truth leap to the 
eye, The scale obviously must depend partly on the 
jimensions of the paper and on the number of units 
«hich it is desired to show along the axes ; in the accom- 
panying charts, for example, the curves would have been 
wen steeper if an extra year had been included and the 


length of the h srizontal axis left unchanged. Moreover, 


g good grap should generally be Grave ne such « scaic 
shat the curve adequately fills the space allotted and does 
not leave a desert of unoccupied graph squares. 


* 


By these tests the scales of the Conservative charts are 
fairly satisfactory. On the first test, the truth that leaps 


ro the eve is that there has been a very steep rise in prices. 
Whether it is greater or less than the rise that has taken 
place in other countries is beside the point, which is 


‘hat the rise since 1945 has probably been steeper than 
in any other six years of peace. If that were not so the 
Conservatives would have had nothing to gain by propa- 
ganda about the cost of living. But since it is so, 
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it is surely perfectly legitimate to represent what has 
happened by a sharply-ascending curve. In the graph 
snown by Mr Eden in his broadcast the scale was to some 
extent determined by the dimensions of the television 
seen, It is true that the draughtsman made the curve 
steeper than it need have been by not using the whole 
0 the horizontal axis, but some sharpening of emphasis 
is accepted practice in election broadcasts. And apart 
from this the curve adequately filled the picture. The 
a ag not be said of Mr Mayhew’s counter-fake, 
a the extension of the vertical axis left the lower 
<s pac 5 of the graph as a vacant space. Nor was 
alr me ve which thus resulted a telling symbol or a 
. “he usttation of what everyone has believed himself 
ploted on M ‘cing during the past six years. If they were 
ag “he it Mayhew’s scale, prices during many peace- 
re tods of six years would be represented to the 
“d eye as perfectly straight lines. 
Phos if the scales used did not justify Mr Mayhew’s 
~iatges that the Conservative graphs were “ fakes,” the 
Plotting of the curves put him on firmer The 
_— ‘0 Mr Eden’s broadcast must be one of the 
ee tia of plotting ever perpetrated. In the first 
“HOn, Correct curves—in so far as they can 


© Correct or : , 
‘ca an inaccurately drawn grid—are shown 
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beside the bricks so erratically drepped by the Conserva- 
tive chartist. All the lines are drawn from the figures 
of the London and Cambridge Economic Service 
adjusted to the base of the average for 1945 equals 100. 
It would seem that the points shown on the axes marked 
1945 to 1950 are averages for each year. That would 
be legitimate if it were consistent throughout the curve. 
But the chartist has not wished to deprive himself of 
the latest and highest figure, and has therefore switched 
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without warning to monthly figures. This is quite 
impermissible ; the only way to include annual and 
monthly figures on the same chart would be to show 
two separate curves, such as are here superimposed on 
the original chart. But if monthly figures appear at all, 
the annual figures would more fairly have been attributed 
to the middle of each year, not to the beginning ; for 
if the last point on the graph refers to the latest month, 
then the yearly axes refer by implication to the beginning 
of the year, which is an inappropriate position for an 
average referring to the year as a whole. 


The other Conservative graph is made particularly 
misleading by its labels about the nationalisation of coal, 
gas and electricity. The connection between nationalisa- 
tion and prices is remote, and the real criticism is not that 
the products of these industries have driven up the cost 
of living, but that in the present fuel shortage they have 
been kept too cheap. 


This graph is rather more accurately plotted than the 
other, but it commits the same solecism of mixing annual 
and monthly figures. The effect is to iron out the fluctua- 
tions from the beginning of 1950 and to make the rise 
in prices during the past twelve months look less steep, 
compared with the rest of the curve, than it has in fact 
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been. The mistake has provided the basis for some mis- 
leading statements. Mr Eden made the point that the 
cost of living had been rising ever since 1946 “at an 
almost continuous rate.” “ You can see,” he said, “‘ that 
... the rate’s exactly the same.” The implication, more 
crudely put in Conservative literature, is that the main 
cause of the recent leap in prices is not Korea and 
rearmament but “ Labour muddle, mismanagement and 
misrule.” The fact is, as the curve of monthly figures 
shows, that prices were levelling off in the first half of 
1950, and have risen precipitately since. It is quite true 
that the rise in prices in the second half of 1950 was not 
the consequence of the Korean war, since the steep rise 
in raw material prices did not immediately affect retail 
prices. It was rather the delayed consequence of devalua- 


NOTES OF 


Disarmament and Rearmament 


There is, at first sight, much that is grotesque in the 
spectacle of the western powers proposing disarmament at a 
time when so much of their energy and thought is devoted 
to rearmament. It is only too obvious that nations cannot 
disarm and rearm simultaneously. Moreover, the value of 
such grave and appealing words as “ peace,” “ disarmament,” 
and “inspection” falls steadily every time that they are 
used to stimulate futile hopes and vague speculations. 
Sincerity and integrity must be respected in these matters, 
if the free world is not to fall into the Communist habit of 
double talk and double think. 


Yet President Truman and Mr Acheson were certainly 
right to take at the United Nations the initiative in putting 
forward new disarmament proposals that provide for full dis- 
clesure of military strength, control of atomic as well as 
conventional weapons, and international inspection. For 
four years the Russians maintained preponderant armed 
ngth (Beria boasted of it on Tuesday) in a disarming 
id. They demonstrated how it is possible to have simul- 
taneously a rearmament policy and a disarmament policy. 
What they did in a spirit of cynicism the western powers are 
attempting to do in a spirit of sincerity. Mr Vyshinsky will 
make a grave mistake if he treats the proposals without 
espect, for the free world does not want an armament race 
it can be certain of peace without it. If there is an element 
f political warfare in the whole matter, that could hardly 
be avoided. The Americans could not be expected to sit 


<tr 


ie ae 


preparing a new war. To be more insistent, more specific 
und more spectacular than the peace campaign itself is legi- 
timate diplomacy in the circumstances of the day. 


There is also this to be said for the move. If the Russians 
are not frightened by the present strength of the west—16 
divisions in Germany and an inadequate tactical air force 
can hardly keep Marshal Bulganin awake at night—they may 
well be worried by the rate at which that strength is increas- 
ing. Experience suggests that they seek negotiation at the 
point where concern is on the point of passing into real fear. 
That cannot be very far off ; and the western offer may there- 
fore prove well-timed. The Russians might, after some delay, 
see in it an opportunity to show their willingness to deal with 
the reot cause of tension—the cause of which rearmament 
is only a symptom, And if it is asked what the root, cause is, 
the reply is that the free world cannot accept the assumption 
that the Soviet Union and its allies are entitled to expand and 
exploit the political and military position that they gained as 
a result of the war. There will be no reality either in the 
UN or any other discussions until more particular matters 
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tion, for which the Labour Government must }- held 
responsible ; it was in 1951 that the effects of devaluation 
and the American recovery of 1949 were reinforced by 
the commodity boom and rearmament. 

But these are matters of interpretation. The inaccurate 
plotting of the Conservative charts remains. |; any 
organisation but a political party made half the mistakes 
it would certainly owe its readers an apology and , 
correction. It is a solemn thought that the politica! educa- 
tion of the nation is to a great extent in the hands of the 
party propaganda departments ; and while it is too much 
to expect that the material issuing from them should be 
objective, it should at least be scrutinised for its 
accuracy far more carefully than appears to be done 
present. 


THE WEEK 


are bargained about ; and the western disarmament proposals 
rightly stipulate that there can be no disarmament while 
fighting goes on in Korea. 


* * * 


The Voice of Beria 


At the time of going to the complete text of the 
speech made last ‘Tuesday in Moscow by Lavrenti Beria was 
not available for the full analysis that these annual 
declarations in celebration of the anniversary of the October 
Revolution deserve. At first sight, it looks like a defiant and 
warning utterance, to the effect that the Soviet Union, too, 
acts from strength. And part of that strength—perhaps the 
major part—in the Kremiin’s eyes lies outside the Soviet 
Union in the subversive peace movement, in the “ national 
liberation movements ” of the Far East, Middle East and 
Africa, and in the economic crises to which rearmament is 
said to be leading the capitalist countries. 


Of more immediate interest is the information given by 
Beria about the development of the Soviet economy. He 
claimed that. the level of Soviet industrial production is now 
twice as high as in 1940. Since one of the purposes of his 
speech was to stress that the Soviet Union is not afraid of its 
opponents, Beria displayed statistics on the growth of Soviet 
heavy industry—and the figures look impressive. 

According to this senior member of the Politburo, this 
year’s crude steel output should exceed last year's by 
4,000,000 tons ; rolled steel production should be 3,000,000 
tons above that of 1950, and pig iron production greater by 
2,700,000 tons. Coal and cd extraction have risen by 
25 million and 4,500,000 tons respecti ively. (As in Bulganins 
speech last year, the current year’s probably refer to 
annual production based on 10 months’ ouput.) Thus the 
Soviet Union may now be producing annually about 285 
million tons of coal, 42 million tons of oil, 22 million tons 
of pig iron and 31 million tons of steel—* more steel than 
Great Britain, France, Belgium and Sweden put together, 
Beria boasted. 

Comparing this growth with the development during the 
Five-Year , it a that if the rate of increase 1s now 
slightly lower—which was to be productivity 1s 
at least as high. This must involve a tremendous effort, 
probably at the expense of the comsumers’ goods industries. 
Beria’s references to the light industries and to agriculture 
were notably reticent. It is likely that all resources ar¢ n0W 
being harnessed to keep up the pace of development 10 the 
basic industries, and to reach the long-term aims sct UP 
by Stalin earlier than was originally expected. 
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This may be one of the clues to the Soviet unwillingness 
sblish a new Five-Year Plan. True, Beria stated that the 
to p aj plan for 195% will be exceeded, but he did not say 
we A targets were. Nor has a new Five-Year Plan been 
gar ros d, though 10 months have elapsed since the end of 
ve former one. Such intervals, however, are not unusual in 
rimes of tension. In the present international situation the 
soviet rulers will think twice before revealing their plan, and 
allowing an insight into the national economy. 


te * * 


Quiet Beginning " 

The keynote of Mr Churchill’s first speech in the new 
Parliament was the same conciliation of the Opposition that 
marked his Cabinet building in such matters as the appoint- 
ment of Sir Walter Monckton to the Ministry of Labour. 
The angry Mr Churchill who used to glower from his place 
on the Opposition front bench, or who delighted in taunting 
Labour backbenchers into uproar, was replaced on Wednes- 
day by a benign, paternal figure determined to smile at gibes 
fom Labour interrupters and, above all, to resist the temp- 
uation to blame the period of Labour administration for the 
nation’s troubles. With equal determination, Mr Butler 
on Wednesday avoided the temptation to suggest that the 
economic crisis was something new which had been dis- 
covered only when the Conservatives got their “look at the 
books.” 

The legislative programme will provoke little immediate 
controversy. Legislation on the university seats is to be 
held over until a later date. ‘No direct denationalisation 
of transport is promised, though “ the extension of private 
road haulage activities is to be made possible.” Repeal of 
the Steel Act is to be held over until after Christmas. More- 
over, the Christmas recess itself is to be almost doubled 
in order to give Ministers a breathing space in which to sort 
out their policies 


Labour is greatly annoyed at this plan. It feels that Mr 
Churchill has changed the rules in the middle of the game, 
and called for a longer half-time just because he is now 
on the defensive. It would certainly be regrettable if shorter 
sessions, curbing as they would Parliament’s duties of inspec- 
tion and inquiry, became the general practice ; and it is 
unfortunate that the price of the curtailment is to be paid 
primarily by private members, who have been deprived of 
their time for bills and motions before Christmas. But the 
government can hardly be blamed for taking the extra 
period for reflection and administration on this one occasion. 
In 1945 Labour had two months of the summer recess in 
which to prepare its programme, and the Conservatives are 
entitled to a similar break. The legitimate fear is that the 
long recess suggests a lack of advance thinking by Mr 
Churchill and his colleagues. In so far as they need the long 
Christmas recess to form a policy, and not just to apply a 
policy already formed, their action is an unhappy portent. 


Apart from the issue of the Christmas recess, Mr Attlee 
Was reluctant to engage in a major action at this stage of 
the session. He promised that Labour in opposition would 
be “vigilant but not factious,” and contented himself with 
tilting gaily at the thinness of the King’s Speech, at the 
absence of “ anyclear line of policy except negation,” and 
at the number of peers in the Cabinet. The Labour party 
plainly has some hopes that the Government’s life will be 
- »and Mr Attlee, in particular, concludes that the party 
— Stick to an attitude of responsibility in opposition. 
“ re he ipparently has Mr Bevan’s support. Having 
a rss by chance or design, a Parliamentary situation that 
mo im in every way, Mr Bevan is preparing to don the 
bid ners of sweet reason and moderation and to make a real 
0) ete ecc'ship of the Labour party. But the past is not 
© easily forgotten, At Wednesday’s meeting the party 
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executive dug up a hatchet they had buried for the duration 
of the election campaign. There was a heated discussion of 
the pamphlet “Going Our Way,” so inopportunely pub- 
lished the day after the election announcement, and a résolu- 
tion was passed deprecating its strictures on certain trade 
union leaders. For the future, however, it looks as though 
Mr Morrison will have a rival as the advocate of moderation. 


* * * 


Off. the Record 


One proposal made by Mr Churchill on Tuesday is 
greatly to be regretted. That is his decision to ask Parlia- 
ment to debate defence in a secret session. The Prime 
Minister’s motive was not, he explained, that he intended 
to divulge to the House of Commons secrets unknown to 
the general staffs of Europe and America. But he thought 
that members “ should be equally well informed ” and that 
“it is better that we should talk these matters over among 
ourselves in the first instance without what we say becoming 
a matter of headlines and discussion all over the world.” 


This is a complete and damaging distortion of Parlia- 
ment’s function. The House of Commons is the place where 
Government policy is explained, criticised and defended 
for the benefit of the public. It exists to lead the continuous 
popular debate on Government actions that is the essence 
of democracy. In order to fulfil that purpose the Parliamen- 
tary debate must be conducted on the same terms, with the 
same information, as those possible for the wider debate in 
the country. In war, under a coalition Government, circum- 
stances are exceptional. Normal political debate is sus- 
pended. ‘Parliament can legitimately turn to more technical 
issues of detailed military policy, issues that cannot be 
sensibly discussed without some secret information. But 
as long as the cold war does not rule out normal political 
controversy it does not create the special circumstances that 
may justify secret sessions im wartime (though even then 
their value is open to doubt). 


A secret session has obvious attractions for any Govern- 
ment engaged on a heavy defence programme. It eliminates 
some unfair criticism based on inadequate knowledge of the 
facts. But is that a net gain even in the short run ? The same 
criticisms will still be made by people outside Parliament, 
and if Ministers feel unable to answer them without giving 
away secrets it is hardly to be expected that the ordinary 
member will be more successful. Even in a secret session 
he cannot be fully informed on the most vital points of 
defence policy. A mere fringe of special knowledge is un- 
likely to make him better at explaining the necessity of 
particular defence measures to his constituents than he would 
be if he were convinced of their necessity without special 
knowledge. And, on the other side of the account, a secret 
session can only too easily breed new rumours and alarmist 
speculation. 


If Mr Churchill wants Parliament to act as a Council of 
State on defence matters he would do far better to continue 
the practice of the last Government, which invited the 
principal Opposition leaders to private talks. More facts 
can then be disclosed, clear boundaries of secrecy can be 
set, the party leaders can be left to indicate to their fol- 
lowers what lines of criticism are mistaken, and outside those 
boundaries debate can be free for all. What is chiefly needed 
is not a secret session but one of those detailed accounts of 
the state of British defences, and of the strategic position, at 
which Mr Churchill excelled during the war. No one can 
strike better than he the right balance between the need for 
security and the need for public understanding, and he makes 
a grave mistake to limit his audience to the House of Com- 
mons rather than to the country whose discussions the House 
should inform. 
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The Risks in Egypt 


There can be no doubt about the policy of the new 
British Government towards Egypt. The King’s Speech at 
the opening of Parliament, the reinforcing of the Canal Zone, 
and the terms of a strong British Note delivered in Cairo, 
together make its intentions plain. Whether or not the 
Egyptians ultimately take part in the four power defence 
command, the British declare that their army is, by right and 
by Egypt’s agreement, responsible for the defence of the 
Canal Zone until 1956, and will remain so. The fact that all 
Egyptian parties readily invited it to undertake this task when 
they felt a danger of war is not altered because they fail to 
sense or acknowledge that danger now. Meanwhile, arrange- 
ments for the four power command are going ahead. Cyprus, 
Crete and a port in Turkey are all being canvassed as possible 
sites for its staff headquarters. 


rhe British position in Egypt has its weak as well as strong 
points. Of the latter the most important is that Britain has 
American support. This it will retain so long as the troops do 
not go too far in their tendency to assume more Egyptian civil 
functions than are strictly necessary to their own security 
within the limits of the treaty. Physically, also, the position 
is strong. An army cannot be elbowed out as the oil company 
employees were elbowed out of Abadan. A dearth of water 
is the main danger in the towns of the Canal Zone—Suez, 
Ismailia and Port Said—since all are dependent on the sweet 
water canal from the Nile for supplies in any quantity. The 
problem of drinking water can, however, be solved by tanker 
and distillation plant. 


The weakness of the British position lies in the likelihood 
of serious disturbance inside Egypt. There is more than a 
possibility that the so-called “freedom battalions,” which 
the Egyptian Government condones, will turn their weapons 
and guerrilla tactics not against the bristling British army 
but against the easier game of their Egyptian critics. If 
insurrection became suddenly nationwide, the task for the 
British would be clear ; kings and pashas might even appeal 
for succour. But if, as is more probable, incident daily piles 
upon incident, the decision for or against measures to check 
incipient insurgence may prove difficult. The British may 
be tempted to take them, whereas the Americans are 
traditionally averse to such interference. Efforts must be 
made to avoid premature action on marginal cases. For such 
action might disastrously impair the new-found and valuable 
unity of American and British policies, 


‘ * * * 


The Shah and Dr Mossadegh 


Dr Mossadegh has overstayed his time in Washington. 
The Shah has now informed him that the worsening state of 
government finances at home and the temper of public 
opinion in Teheran, do not warrant further dalliance, and 
that he must come home. But, as well as outstaying his 
welcome, he seems to have overcalled his hand. American 
sympathies, which were with him when he arrived, have 
beet alienated by his incapacity to do more than strike nega- 
tive attitudes, His stream of American visitors has found 
him unable to come to any decision as to how to work the 
Persian oil industry so as to produce even a fraction of the 
oil, and indeed of the revenue, that were customary in Anglo- 
Iranian days. (It should not be forgotten that, in the finan- 
cial year which ended last March, the Persian Treasury 
received from the British oil company {£21 million in royal- 
ties and advances on royalties, and {17 million in taxation 
and in profit on the exchange rate which it imposed upon 
the company). Americans have also found Dr 
Mossadegh all too ready to proclaim the empty state of the 
Iranian treasury, but too unready to admit the hard fact that 
Persia as a whole is not as yet bankrupt either in sources of 
taxation or in foreign exchange. Bad management, not 
penury, is the cause of its budget deficit. 
Dr Mossadegh, in his unwisdom, dealt an even further 
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blow to. American belief in his sagacity. In explanation of 
the demonstrations which have been occurring in Teheray 
he made his only recent public pronouncement. He |,i, the 
trouble at the door of “agents of the oil.company.” 7};. 
parrot-cry disillusioned many surviving believers jn}, 
judgment and capacity. % 

How far he should now be helped to remain 


depends on two factors. One is his reception ar he 
return—a matter that is in doubt in a capital mos: of whos. 
leaders of thought are confirmed weathercocks. The othe; 
is the degree of probability that if he falls, a Tudeh coup yy 
ensue. American and British observers have late!) been »: 


variance on this important point. The Americans ); 
argued that the danger is imminent, the British thar 4} 
Persians are playing their ancient game of over-siressing th. 
Russian danger to America, and the American dan 
Russia. The two embassies in Teheran are with 
throw of each other. It would be disastrous { ar thi 
important moment they were unable to furnish 2 commoy 
appreciation of the local situation. This is needed. for i ; 
a basic ingredient for the formulation of policy. 


* * * 


Housing—Labour’s Account 


The latest quarterly housing returns* bring the stor 
of the postwar housing programme up to September, 19¢1. 
and are, therefore, the closing chapter of Labour's adminis. 
tration, At this date Mr Attlee’s. government had 961.000 
new permanent houses to its credit, 157,000 iemporary 
houses and 338,000 adapted Or repaired houses. making a 


Probably over 5,000,000 people have thus been rehoused 
during the six years, 


The new government starts with certain advantages. As 
will be seen from the diagram, the number of houses under 
construction is rising. When these houses are completed the 
credit may seem to be due to the Conservatives. Secondly, 


NEW PERMANENT HOUSES IN GREAT BRITAIN 
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the vogue for cheaper houses has spread. Dr Dalton @ 
length shouldered the un larity of seeming to lowe 
standards and Mr Macmillan can take advantage of the 
change without the opprobrium. of having inated ‘ 
Thirdly, many local authorities will welcome the propos 
to increase the scope of private enterprise. Hig! costs of 
building have set them intractable problems. ‘The burden 
of additional rate subsidies is heavy, and it is unpopular f 
raise rents. A numbér of local authorities will therciore be 
well pleased if. their building programme is lightened. 

In his statement on Wednesday Mr Butler expressly 
exempted housing from the three months’ moratorium 
new building of other kinds. All he said was tha: starting 
dates would be reviewed in order 10 ensure a smoothe: 
programme. The long-term scheme has ‘not yet been worked 














® 


November 10, 1951 


THE ECONOMIST, 


GoOD LEAT HER AND TRADITIONAL CRAFTSMANSHIP 


men 


“¢C\wwrelW’s 


famous English | 


\ shoes 


~ 


, 
{ Ne, 


The full brogue best exemplifies the 

‘character’ which can be built into a 

shoe only by craftsmen with a feeling 

for fine leather. 

CHETWYND—Black calf £5.7.6d.. | 

Brown calf £5.11.6d. b : 
& 








Brown suede £5.5.0d. 


= —_ at branches at: STREATHAM * CROYDON * LEYTON 
noun TORQUAY * ST. LEONARDS » HAYWARDS HEATH 
aul MOUTH - MARGATE- CLACTON : TUNBRIDGE WELLS 

AMPTON » WINCHESTER * EAST GRINSTEAD * SEVENOAKS 





1095 





















mK 
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A Coral Island Holiday 
after your New York trip 


Bermuda is favoured above most corners of the world. 
Its gentle climate, its beaches of warm pink sand and its 
flowering trees, the charm of its old buildings and the 
comfort of its modern hotets make Bermuda a very special 
place indeed. You can play golf or tennis, swim or sail, 
go game-fishing or riding, enjoy carriage drives and 
dancing under the stars. And you can relax—for Bermuda 
is above all a restful place, where work-a-day cares float 
away on the warm water of the Gulf Stream. 


One of the regular routes from London to Bermuda is via 
New York, from which, in any case, Bermuda is readily 
reached. Why not take advantage of this, and enjoy a break 
there on your way home from a business trip to America. 
The currency is sterling. No limit on the amount you 
may use there, 


Write for free illustrated booklet and information about ‘fares and 
hotel charges, to P.R. Officer, Bermuda Government Information 
Office, Regent House, 89 Kingsway, London, W.C.2 (Tel. Holborn 
0487), or any Travel Agent. 
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DO YOU KNOW 





That you are payimg £33,000 a year on research imto the 
Shell-fish Industry ? 





That you are spending 3s. 6d. per minute entertaining V.1.P.s 


and foreign visitors ? 


FALOP 
tito AYEY 


That you are paying for 447 Road Research officers now, 





as egainst 159 before the war? No new roads have been 


built ! 





That you are paying 74 King’s Messengers who now spend 
£235,000 on travelling, compared with 39 Kimg’s Messengers 
who spent £11,000 before the war? 


THESE ARE ONLY A FEW EXAMPLES OF HOW 
TO SAVE MILLIONS 
From the Illuminating Book 


CAN YOU AFFORD IT? 


~ Obtainable at 1s. post free from Aims of Industry Led., 


12, Carteret Street, London, S.W.1. 
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A PLEA 
TO MANAGING DIRECTORS 


AND 
SENIOR EXECUTIVES 
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Their Own Drive Vita! 
In Speeding 


Scrap Supplies 


HE production and delivery of everything 

used or consumed both by British Industry 

and by the individual Briton depends on 
steel output. . If that is not adequate our entire 
national economy must inescapably crash. 


Today the crucial problem facing the stee! industry 
is the shortage of Scrap. For lack of it many furnaces 
are shut down—producing nothing. It is imperative 
that every ton of usable Scrap that can be found should 
reach the furnaces at the earliest possible moment. 


The Scrap Drive is doing grand work, but it must 
be accelerated. To that end, what is especially needed 
is that managing directors and other senior executives 
in industry should take a personal hand in the matter. 
Realising its unbounded importance, they should, i 
their own interests, cause the whole Scrap position in 
their works to be investigated and should satis!y them- 
selves that deliveries to Scrap merchants (whose job it 
is to sort and process the Scrap) are not even one 
hundredweight short of the very maximum. 


In particular, all old plant and installations which 
are no longer capable of playing a part in production 
should be scrapped. ; 

This Advertisement is inserted by Gi ORGE 
COHEN SONS & COMPANY LIMITED, who 
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will most willingly collaborate in every way posible 
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Half a Million Vacancies 


Sir Walter Monckton, the new Minister of Labour, has 
jost no time in assessing the problems he has to face. It 
was recorded in the King’s Speech on Tuesday that the 
Government 

view with concern the serious shortage of labour, particularly 
of skilled labour, which has handicapped production in a 
number of essential industries. They will review, in con- 


wyltation with representatives of those concerned, the possi- 
pilities of making available more labour for those industries 
and of ensuring the best use of the existing labour force. 


On Wednesday Sir Walter told the National Joint Advisory 
Council that on August 29th 446,000 jobs were known to be 
vacant, And he added that “something like 400,000 to 
<o0,000 more workers will be needed in defence production 
in the manufacturing industries ” when the rearmament pro- 
sramme “is in full stride.” Most of them will be needed 
in the engineering industry, the vehicle building industry, 
the aircraft factories and the Royal Ordnance establishments. 
These demands are formidable. They constitute, as Sir 
Walter told the British Employers’ Confederation’s confer- 
ence at Leamington last week-end, the gravest problem that 
the Ministry of Labour has to face—almost as grave, indeed, 
as the problem that faced Mr Ernest Bevin when he joined 
Mr Churchill’s Government in 1940. Sir Walter will not 
be able to solve it unless he can enlist, as Mr Bevin did, the 
active support of the trade unions on the one hand and of 
employers on the other. There is no quick and easy way 
of finding half a million men or women to fill half a million 
necessary jobs. Devices like a new Control of Engagements 
Order could work only if both sides believed them to be 
enforceable—as they certainly did not do when Mr George 
Isaacs was rather feebly attempting to operate such control 
in 1947 and 1948. A more comprehensive direction of 
labour is certainly out of the question in the present indus- 
trial and political atmosphere. It could not in any event be 
effective by itself. Whatever the administrative or other 
machinery, the extra half-million workers for essential indus- 
try can be found only by lessening the demand for labour 
by inessential industries producing for the home market. 
Sir Walter's problem, like so many others, can be solved 
only if Mr Butler’s measures for disinflation are effective. 


* ro ms 
India and China 


Two recent news items concerning relations between 
India and China show a certain significant discrepancy. The 
one that has received the greater publicity was the state- 
ment to the press made by Mr Panikkar, the Indian 
Ambassador to China, on his return from Peking. It was 
to the effect that the Chinese People’s Govefnment should 
not be regarded as a Communist regime and that its foreign 
Policy does not differ from that of past rulers of China. 
The other item is the abrupt cancellation by a Chinese 
cultural mission visiting India of a proposed trip to Kashmir, 
aS a protest against the Kashmir authorities’ admission of 


some Kazakh refugees fleeing from the Chinese Communist 
conquerors of Tibet. 


The question of the Kazakh refugees is not in itself of any 
great importance. They are anti-Communist tribesmen from 
om Central Asia who more than a dozen years ago fied 
“es Soviet planning to Chinese territory and, now that 
: ina also has gone Communist, are seeking a new home. 
ut a major issue of principle is’ involved, for the right to 
a asylum to political refugees is one which must be 
rr by any government that claims to base itself on 
politcal liberty and respect for human rights. If a democracy 
wc ’8rees to hand over refugees on the demand of a totali- 


larian state, it 


munist Chin, on orat integrity is gravely impaired. Com- 


Nadie after having Indian protests 
wie palicy of subduing Tibet, vd now in the best Soviet 


‘manded that India shall not admit any refugee 


1097 
Kazakhs from Tibet. It has been reported that policy in 
Delhi has been to refuse admission to the Kazakhs, but the 
local Kashmir State authorities seem to have been more 
lenient—possibly because they expect in the rear future an 
agitation for the union of Ladakh, the Tibetan-speaking 
region of Kashmir, with Chinese Tibet, and are not averse 
to having some reliable anti-Communists settled in that area. 
So the Chinese mission, which is supposed to be a purely 
cultural body, insolently cancels the arrangements made by 
its hosts in order to’ bring pressure on India. 


_The only course compatible with the dignity of a sover- 
eign state in such circumstances would be to give the Chinese 
cultural delegates their tickets back to Peking by the next 
airliner. But the Indian Government seems resolved to put 
up with affronts from China which it would not accept from 
any other nation. It is this attitude of weakness and sub- 
servience which destroys any prospect of success in the policy 
of Indian-Chinese entente for which Mr Panikkar has worked 
so hard. It may be admitted that he has won for himself a 
position such as no other non-Communist diplomat enjoys 
in Peking ; but so far, as the rest of the world sees it, it is 
not China that has been drawn away from Russia, but India 
that has been drawn away from the company of the free 
world. It is not China that concedes anything to India, but 
India that makes surrenders of interest and _ political 
principle to China. The Panikkar policy will pay no 
dividends until India is ready to negotiate from strength, 
both materially and morally, in dealing with China. 


— a * 
Morale in Malaya 


The news from Malaya is not good. The improvement 
that had been hoped for by the end of the year does not 
now look like appearing. The murder of Sir Henry 
Gurney, the High Commissioner, has undoubtedly given a 
fillip to Communist morale ; during the month since he died 
the security forces have suffered more casualties than in any 
similar period since the emergency began—while at the same 
time failing, in spite of a special effort, to kill or capture 


























more than one man in ten of the guerrilla band which 
ambushed the High Commissioner. 


It would be wrong to suggest that the government has 
suffered a serious reverse ; the increased activity also led to 
the killing of 91 Communists during October, which is the 
highest figure for six months. But the situation, by merely 
remaining the same, is in fact getting worse. The lack of 
any real proof that the government has the measure of the 
guerrillas is beginning to undermine morale in both the 
European and Asian communities ; the fact that rubber 
output is now falling may be @ sign of this. 
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Jn paper, progress is still being made. Resettlement of 
the Chinese squatters, for instance, has now been virtually 
completed, the flow of information to the security forces 
continues, and the police and administrative services are 
recruiting a few more Chinese. But statistics do not give the 
whole trath. The government has failed to harness the 
wave of publics sympathy created by Sir Henry Gurney’s 
death. Moreover, many leaders of Malay, Chinese, Indian, 
European and other civilian opinion can.still claim that they 
have not been properly consulted on the direction of the 
campaign against the guerrillas and the methods of waging it. 
An attempt was made to do this last month by expanding 
the Federal War Council, but that should have been done 
long before. Even now there is still a danger that the new 
move, while a step forward administratively, will not go 
nearly far enough in creating the new atmosphere of trust 
and confidence between the government and the people— 
particularly the Chinese—that is needed. 


A heavy responsibility will rest not only on Mr Oliver 
Lyttelton, the new Colonial Secretary, when he visits 
Malaya later this month, but also on a new High Com- 
missioner, whose appointment in this vital post is now 
overdue and cannot be delayed much longer without 
damaging Britain’s power of leadership in Malaya. Mr 
Lyttelton should urge not only greater military pressure on 
the guerrillas but also an overhaul of the government’s public 
relations policy and propaganda methods. 


* * * 


M. Pleven’s New Plan 


The fact that the French National Assembly began its 
new session on Tuesday, the same day that the United 
Nations Assembly opened on the other side of the Seine, is 
not the only connection between the two bodies. The 
presence in their capital of the diplomats of sixty nations, and 
the hope that during this international gathering France may 
be able to play an impressive role on the world stage, are 
factors which may induce French politicians to give a longer 
lease of life to M. Pleven’s highly insecure government. The 
general mood among the deputies was not, however, sober 
enough to prevent them defeating the government on the first 
day of the new session. Fortunately, no question of confi- 
dence was involved. M. Pleven later secured a vote of 518 
to 101, the Communists being alone in opposition, for his 
general programme of work. 


The French Prime Minister is, indeed, compelled to lay 
before the Assembly a programme of work rather than a 
policy, for prolonged consultations during the six-week recess 
have failed to provide him with a united majority. The 
Gaullists and the Communists dre as intransigent as ever, 
and the Socialists are only prepared to support the govern- 
ment on terms repellent to the right wing of M. Pleven’s 
coalition. The Prime Minister deserves praise for not allow- 
ing this situation to reduce him to complete inaction. Instead, 
he has presented the deputies with a timetable and with the 
chapter-headings of a series of essential tasks ; in the first 
nine weeks of the session he proposes to put forward a budget, 
2 new wage-price sliding scale, and some modest constitu- 
tional reforms, and between January and April he wants the 
Assembly to take decisions on social security, the right to 
strike, fiscal reform and reorganisation of the State railways. 
This at least means tackling first things first, for the budget 
problem and the new inflationary trend are at the heart of 
France’s present troubles. 


According to M. Pierre Courant, Minister of the Budget, 
revenue for 1952 is unlikely to exceed 2,900 billion francs, 
while expenditure will total 3,275 billion even if the military 
estimates are kept down to 800 billion ; but the Defence 
Ministry is asking for another 350 billion francs, which would 
mean a serious increase in the rate of inflation unless the 
Assembly could find a majority willing to vote new taxes or to 
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cut down civil expenditure. No such majority is in <j 

whole future of France’s defence vom aid Bike con 
— — — _— s lay particular stress on France’ 
ne we — : on the enormous cost of the campaign jn 


* * * 


New Obstacles to German Reunion 


Dr Adenauer and Dr Schumacher, partners for on, 
share the credit for asking the three western ‘occupatiog : 
powers to propose a UN commission to investigate feo 
conditions for elections in Western Germany and the Sovie 
zone. The request came from the Bundestag, os tan 4 
its reply to Herr Grotewohl’s proposal for an all-German 
conference to discuss elections and a peace treaty “Ds 
Schumacher has rightly insisted that elections cannot be held 
unless the Russians are really prepared to permit them a 
terms satisfactory to the western powers as we'] as the 
Western Germans, The discussion at the United Nations 
should put Russian sincerity to the test. It will show whether 
the sole purpose of the Eastern German offer was to Start 
interminable discussions about elections, and to trap the 
western political leaders into demanding a peace treaty and 
the withdrawal of occupation troops. 


United Nations commissions are very unpopular with the 
Kremlin, and the indications are that it will not feel 
inclined to accept one in its zone of Germany. There have 
been suggestions from Soviet German quarters that any 
inquiries could well be held by Germans from al! zones, 
under the supervision of the occupation powers. And, on 
legal grounds, Mr Vyshinsky can doubtless claim that the 
UN has no right to interfere in occupied territory which— 
since the Soviet Union has not ended the state of war with 
Germany—is still that of an ex-enemy. Whatever he says, 
however, a round is likely to go against Moscow in this 
particular bout. If a UN commission should be appointed, 
its work would entail delay in the reunion of the ‘western 
and Soviet zones, which could be used for concluding the 
various agreements which will link Western Germany with 
the Atlantic community. It is no easy matter to create this 
partnership and time is essential if there is to be any hope of 
success. 


Though many Germans fear the consequences of a shot- 
gun wedding with their fellow-countrymen across the Elbe, 
the dread of being branded as unpatriotic keeps most of 
them silent. This is not true of the Bavarians, who are still 
strongly anti-Prussian, and federalist to the point of separe- 
tism. The Bavarian Premier, Dr Ehard, has protested 
against the Bonn Government’s draft law, which lays down 
conditions for all-German elections and for the status of the 
national assembly which would be formed after they were 
held. He has, it is reported, insisted that the federalist 
principle be upheld, and the assembly confined to drafung 
a constitution ; this is in opposition to the Social Democrats, 
who would like it to assume at once the legislative functions 
of a centralised government. This Bavarian obstinacy must 
be welcomed. 


* * * 


People on the Move 


A first study of population movements based on new 
material has been issued by the General Register Office." 
The information has been compiled from the national register 
which, unlike the census- returns, lists gross movements 1nt0 
and out of each administrative area in England and Wale. 
A surprising picture emerges. It seems that, despite the 
abnormal housing shortage and the absence of unemploy- 
ment, the English are a highly mobile people. During the 
period 1948-50 there have been 4,000,000 moves 2 yea!» 


* Internal Migration. By M. Newton and J. Jeffery. HMSO 1s. 6. 
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oughly one person in ten moves to a different area each 
si ‘The turnover of population in almost every area is 
0 much greater than the net gain or loss by migration 


chown in the census returns. 


The familiar secular movements of population from 
jeclining to expanding areas are thus shown to disguise 
‘hort-term movements of much greater volume. Even in 
declining areas the usual pattern is an annual exchange of 
at least 10 new for every 11 departed citizens, and in expand- 
ing areas the local turnover 1s generally greater. Moreover, 
the age and sex structures of the inward and outward move- 
ments seem, as a rule, to be roughly similar. The most 
mobile group consists, as might be expected, of childless 
people in the twenties. 

The difficulty is to tell how much of this annual move- 
presents merely local changes of residence involving 


ment re 
re crossing of administrative boundaries which may be 
highly artificial. This sort of movement is very frequent in 
> south-east of England“and in the neighbourhood of big 
‘owns. It does seem, however, to judge by the rather scanty 
evidence taken from 27 selected localities, that a high pro- 
vortion of the moves—in many cases more than a half—are 
made over distances of more than 40 miles. It is the medium 
and long-distance moves, which involve changing jobs as 
nell as homes, that warrant a much closer scrutiny of the 
new figures that this report contains. The results, when avail- 
ale, should have important consequences for planning and 
housing. The extent to which migrants are undeterred by 
the lack of new houses, and simply find room in existing 
dwellings, will come as a shock to many local authorities. 
Equally their mobility suggests that new towns can usefully 
be built greater distances from the old than is now assumed. 
The population is much more flexible than its administrators. 
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Few, But Roses 


These words conclude the latest annual report* of the 
Arts Council. Originally the motto over a nursery door, 
they are used to express the policy which the council may 
be driven to adopt if its budget remains constant and the 
costs of the enterprises it supports continue to rise. Hitherto 
with a Treasury grant of some £600,000 a year the council 
has attempted both to raise the standard of performance in 
the arts and to spread the appreciation of them. It asks now 
whether greater concentration has become necessary and 
whether it is wiser to consolidate standards already achieved 
rather than to pursue a policy of wider dispersal—to raise 
rather than to spread. 


The report ends on this rather gloomy note, which is the 
more surprising since the preceding sections, particularly 
those dealing with the 1951 Festival, are encouraging. 
Perhaps it is the contrast between what it has received: (an 
extra “ Festival” grant of £400,000 from the Treasury) and 
what it is about to receive which makes the council so gloomy. 
It is clear that its achievements for the Festival, direct and 
indirect, far exceeded expectations and that it was able by 
money and advice to stimulate much new activity. The 
eight-week music season in London was perhaps the greatest 
success of all ; some 300 concerts were given and the Royal 
Festival Hall was filled to 85 per cent of capacity. Outside 
London there were 22 principal Arts Festivals. Poetry, 
plays, music, opera, ballet, painting and sculpture were all 
stimulated by Arts Council commissions and competitions. 

Having helped to pump so much new life into the artistic 
activities of the country, and having discovered so much latent 
interest, the council is concerned about its inability to sustain 
it. Its difficulties affect not only the more modest groups 


* 6th Annual Report. 1950/51. 
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all over ‘the country but also some of the major national 
undertakings centred in London. At present the council’s 
grants-in-aid to the national opera and ballet companies are 
much less than those received by such companies abroad. 
No symphony orchestra can afford to improve its quality 
by reducing the number of performances. It is the sight of 
opportunities wasted and of ventures failing for lack of funds 
which accounts for the council’s concluding note of pessi- 
mism. It would be a pity if this pessimism caused the council 
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to restrict its grants to established national enterprises ; but 
if it cannet escape the dilemma it poses, it certainly has a 
good case for concentrating, for the time being, on raising 
standards of performance in the hope that spread will come 
later. 

* * 7 


Earning and Saving 


In the latest Bulletin from the Oxford Institute of 
Statistics Mr H. F. Lydall discusses a survey which has 
been made of personal incomes and savings in Oxford. The 
survey was only experimental. It relates to a small sample 
of a population which cannot be taken as typical of the 
country as a whole ; and the results are far from conclusive. 
Yet it is of unusual interest because it has undertaken the 
kind of financial probing of which official investigations have 
fought shy. 


The sample was drawn from the rating records of the 
Oxford area: The interviewers worked, therefore, from 
addresses and not names—which were never asked for. The 
aim was to interview each family in the private dwellings 
listed—or, more strictly, each “spending unit” so defined 
as to include married couples and children under 18 as one 
unit. Undergraduates were not included. The questions 
asked were about the amounts and sources of gross income 
in the preceding twelve months and about personal assets 
and liabilities then and a year previously. The survey was 
timed so that the period covered was approximately the 
1950-51 financial year. 


Replies were obtained from 416 families—too few for any 
reliance to be felt about the actual results, as the author 
himself readily admits. For the figures, especially of savings, 
varied quite considerably. One or two results may, however, 
be quoted to illustrate the information that surveys of this 
kind may yield. While the average income of all families 
interviewed was £469, professional practice yielded the 
highest average income—{563—from any one source. (It is 
explained that this figure is probably lower than it should 
be because part-tinfe earnings of senior members of the 
University were included.) Net saving was found to increase 
with income ; families with incomes under {200 a year had 
run down their assets by £36 in the twelve months, while 
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those with incomes over £1,000 saved (82. BZ 
among the lower income groups there was on the 
some “contractual saving "—payments for life 
pensions or mortgages. Information of this 
collected on a larger scale, could add considerably to the 
present scanty knowledge about which people save and hoy 
they save. But no amount of improvement in Carrying out 
the survey will ensure that people will lay bare al! the ing 
and outs of their account books. This doubt wii! 


Ut even 
average 
a surance, 
Nature, if 


remain, 


* * * 


Correction.—It is regretted that, on page 1027 of hay 
week’s issue, some errors occurred in printing the table which 
showed the number of seats won by Labour and Cons 


etva- 
tives arranged according to the size of the total ; 
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Race Conflict in Africa 


The arrivals from the Cape of Good Hope bring, we 
regret again to say, accounts that the war was stil! pro- 
tracted . . . and has openly become, what it always in fact 
was, a war between blacks and whites, or a war between 


races—between the civilised. intruder and the aboriginal 
savage—between those who desire to make use of the soil 
for all the purposes of agriculture and cattle feeding, and 
those who will retain it for ever in a rude state of nature, 
as hunting ot pasture grounds, over which they might 
roam as their fathers roamed. We no more condemn 
their instincts and their pursuits than we condemn the 
more intelligent pursuits of the white men; but races so 
different cannot possibly live together, or in each other's |) 
vicinity in peace, and the war has now only assumed its 


proper character. We know of no example where such 
different races have lived together in peace on equal 
terms. .. . At the Cape of Good Hope, more than 2! any 


other place we are acquainted with, attempts have been |} 
made to keep the two races at peace, and they have been |} 
on the whole comparatively successful. All these exer- 
tions, as it new turns out, have been in vain, and the | 


men we have taught and armed have, in the end, contrary | 
to all expectations, deserted our ranks, and sided with | 
their brethren against us. It is a confirmation of the old | 
saying, that “blood is thicker than water,”—the bonds | 
of nature are stronger than those of art, The great fact | 
that has always pervaded the whole life of the colony and | 
its whole policy—the conflict between black men and | 


white men—is now avowed. . . . It is easy enough, after 
such a long-continued contest manifests itself, ‘0 finc | 
fault with this measure of the Governor, and that measure} 


of the Colonial Office, and add to it the suppos.tion that | 
if some other little piece of policy had been adopted, the | 
war would have been avoided . . . but it seems to us 100 
much to expect that any Governor or any Government 
should always prevent the natural enmity between s.v2s¢ 
aborigines and civilised intruders from frequently show!ns 
itself in active and murderous hostility. 


The Cronomist 


November 8, 1851 
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«these switches were all brass and china, and there weren't any 
plastics And although it seems difficult to believe, there 
were hardly any plasties even thirty pears ago. 


Just after 1) t war, phenol formaldehyde resins were 
‘ they provided the impetus needed by 


the infant plastics industry. 

The discovery of an invaluable ‘synthetic resin 
was important, But even more fortunate was 
the fact that the vital ingredient for bulk 
production 1 ready and waiting... 


Monsanto were already producing 


phenol for the world, 







as it still is 


Phenol was first madé at Ruabon in : / 
. today’s more sophise 






lic’ disinfectants — 


96 Ut Se ticated products in the 
iff Pag E3 

j Ne 29 weedkiller and fungicida 

ness range. It was required next 

Sy for salicylic acid — one of the 


forerunners of a vast range of dye- 
stuffs intermediates—and later for aspirin, 
still predominant in the ever widening range 
of pharmaceuticals stemming from this versatile raw 
material. Phenol formaldehyde resins, so eagerly taken up 
Jor plastics, were also adapted in varying forms for bonding ply- 

wood, asbestos brake linings, and for many types of grinding wheel. 
Phenol is the switch that has set all these widely differing industries in motion: 
and Monsanto is still the leading British producer of this vital chemical. 







WONSANTO'S RANGE OF GENERAL CHEMICALS INCLUDES PHENOL 
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i Think them over. 


Think of the top circulation. 


: ~| : The figure is 1,225,858. This is ahead of any other 
general magazine in Britain. 


Think of the top readership. 


Over 8,000,000 every week. That is, one adult out of 
every four in Britain. 


Think of the Colour, For cou, 


Picture Post is unchallenged as the top advertising 
medium in Britain. A full-colour page in Picture Post 
is the most powerful advertising space in Britain. 





Think. of the company. More 


Ss leading advertisers rely on Picture Post than on any 
: other magazine in Britain. Look through, see who your 
fellow-advertisers will be. 


If we can help you in any way in 
planning any of your 1952 cam- 
paigns please get in touch with me 
or my staff. F. A. Gray, Advertise- 
ment. Manager, Picture Post, 43 
Shoe Lane, London, E.C.4. 
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what are you doing now 
about 1952? | 


i a HERE ARE THE FACTS ABOUT 
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POST 


Think of the confidence. ..::;. 


national advertisers put their entire appropriations in 
Picture Post alone. And every major campaign so far 
launched this year has appeared in Picture Post. 





Think of the influence. tie excicing 
and popular quality of Picture Post’s new editorial 
policy has earned it a larger following than ever before. 


Think of the service. Picture ros 
is Britain’s ONLY National magazine to offer a com- 
plete merchandizing service. Every advertiser has the 
facilities of this service at his disposal. 


Think of the flexibility. ric::- 


Post offers spaces in every kind of size— from double 
page colour spreads to 1/16th pages. Picture Post 
guarantees you the continuity you need, Co-operatcs 
in every way possible. 










SUM Ft UP. tc is certain no othr 


magazine in Britain offers you such a comi- 
bination of circulation, readership, colour, 
editorial influence, service and co-operation. 
Take full advantage of this — in 19§2. 
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Letters to the Fditor 


Does Democracy Work ? 


Sir—In recent weeks I have found 
avseif in acure disagreement with The 
one point. You have been 


Economist © 
maintaining 
1) That the electorate is much more 
‘atelligent and informed eat. the 
politicians believe. 


’) Therefore, either of the parties 
could have told the people the brutal 
‘uth without being punished for its 
frankness 
I have been sceptical about this and 
submit that the election has justified me. 
First of all (and regardless of the 
quality of the electorate), I cannot see 
how ‘the Labour party could have 
blurted out the truth. When company 
directors reveal that for years they: have 
been paying dividends out of reserves 
and not out of profits they do not get 
a crashing vote of confidence from 
shareholders. The Labour party is in 
exactly the same position. 

The Conservatives might have told 
the truth—if the electorate had been 
idult. But is it? A month or two back 
the Tories had a 10 per cent lead. Since 
then two things have happened: (@) our 
world position has greatly gone down 
43 a direct result of Mr Morrison’s 
jaunty incompetence ; (6) the campaign 
produced mud-slinging at its worst. The 
election now shows that (a) has made no 
impression at all while (6) has wiped 
out the Tory lead completely. A 
detuiled study only makes the point 
more painfully obvious—Mrs Braddock 
worked the warmongering charge as hard 
43 anyone and has had a remarkable 
increase in her majority ; in Reading the 
intelligent and independent Mr Mackay 
is deteated, Mr Mikardo remains ; etc., 


How I wish I were wrong, but T feel 
we must face the fact that democracy is 
4 Very imperfect instrument éven in this 
country, and that you have for once 
foo optimistic.—Yours faithfully, 

H. B. Barwitse 


Mr Morrison’s Bogey 


Pha ‘Your “special valediction” to 
Mi Morrison deserves, perhaps, a few 
iootnotes 

1) The theme of “Munich at 
Abadan,” 


» Or “ Let’s stop being pushed 
around,” was basic in the Conservative 


‘tack on the Labour Government. It 
3 proclaimed with eaution by Mr 
Churchill nd Mr Eden, with less 
“ution by Lord Salisbury, and with no 
— at all by less distinguished Con- 
ervatives 


Clearly the enn O% the gutter press. 
carly the Conservative party sought to 
win the election by an appeal to a —_— 
emotional jingoism. It was only to be 
“xpected that the Labour party should 
are = —_ by an appeal to a 
g Otions I 
Motions, th tamer Jeg lie ak io 
disteputable. 


2) While there is room: far ¢fitioism 


. 





> latter is a little the less 


of Labour’s handling of the Persian 
question on the score of uncertainty and 
dilatoriness, there is also room for 
criticism (a) of the “ prestige diplomacy,” 
applied to Eastern affairs, so popular in 
some Conservative circles, and (b) of 
particular demands for “action” in 
Persia, which would have involved the 
hostility of a majority of the United 
Nations, a breach on policy with the 
United States, and possible trouble with 
Russia. 


(3) Memory suggests that there may 
be contestants for the position of “ the 
worst Foreign Secretary of this century.” 
The names of Sir John Simon and Sir 
Samuel Hoare occur.—Yours faithfully, 
_Meopham T. N. Fox 


Utility Patchwork 


Sir,—Having been closely associated 
with the origin and administration of 
the utility scheme from 1940 to 1948, 
I can testify that the article in your issue 
of October 27th describes the first 
objectives and later developments clearly 
and fairly. 


Its conclusion that, apart from the 
purchase tax exemption, little or no 
virtue now'remains in the scheme and 
that it is a great obstacle to high-class 
exports will be widely endorsed in the 
textile trades. In the present buyers’ 
market for textiles the utility ceiling 
prices have become largely inoperative, 
and as to quality standards this argu- 
ment never applied to the wool trade and 
has been weakened in cottons, rayons and 
furnishings by the flexible specifications 
recently introduced. (In any case can- 
not the cotton industry be trusted to 
maintain quality at home without 
Government control, since the half of its 
output that goes to export has to satisfy 
the exacting standards of world 
markets?) There remains the vast 
bureaucratic paper edifice of orders and 
schedules by the hundred and thousand, 
the endless anomalies and hard border- 
line cases, and above all the stifling of 
export enterprise in specialities and 
novelties. 


The 66} per cent purchase tax is no 


longer merely an obstacle, it is an obses- 


sion with retailers, who have suffered 
repeatedly by losing the tax on stocks of 
non-utility goods whenever the utility 
schedules are extended. Because of this, 
and of the flexible specifications, pur- 
chases of taxable textiles by the retailer 
have fallen tremendously in recent 
months, so that even the revenue argu- 
ment, as your writer mentions, has 
largely disappeared. For instance in one 
typical firm payments of tax are now 
about 25 per cent of the level a year ago, 
and are still falling. 

In the shortages of war and immediately 
afterwards the scheme was valuable. It 
was created by non-political civil 
servants with the co-operation of the 
trades concerned under a Conservative 
President of the Board of Trade. The 
late Governiient, however, without due 
regard to changing circumstances, 


elevated it into a fundamental article of 
faith. It is greatly to be hoped that the 
new Government will view the matter 
without preconceptions and with a 
Strong bias to removing any control 
which hurts exports, unless it is quite 
unavoidable.—Yours faithfully, 


R. W. Batpwin 
Manchester 


Food for Caterers 


Sir,—I was surprised to read the con- 
clusion of one of your Business Notes 
last week. You suggest that when the 
domestic ration has to be cut to meagre 
proportions a case could be made for a 
proportionately greater reduction in sup- 
plies to restaurants and canteens. 


It is already difficult for the hotel and 
catering industry to provide an essential 
public service for travellers, social 
benefits to the community on holiday, 
and a valuable contribution to the export 
drive. Why advocate starving its 
“ factories” of Taw materials? A cut 
in the supply of food to hotels and 
restaurants alone, excluding canteens, 
would add little to the plates of the rest 
of the population, and would force 
caterers further to outbid the housewife 
for supplies of poultry, unrationed meats 
and other “optional” foods. 


A larger meat ration alone for hotels 
might not, I suggest, strain the national 
larder unduly, but could permit a lower 
price for the family on holiday (when 
they are deprived of their industrial and 
school canteen services), tempt the over- 
seas visitor and his currency, and lower 
the price of poultry, etc., in the shops.— 
Yours faithfully, 

Joun G. BRIDGES 

British Travel and Holidays 

Association, London, S.W.1 


The BBC’s Charter 


Sir—Among the many formidable 
problems which immediately face the 
Government, the new charter for the 
BBC, which is due at the end of this 
year, may seem a very small matter. But, 
apart from the intrinsic importance of 
broadcasting and television as a social 
technique, it is clear that the still un- 
resolved problem of Scottish, Welsh and 
Northern Irish broadcasting might easily 
cause the Government great embarrass- 
ment and consume time and labour 
which ought to be devoted to other 
matters. The truth is that the Beveridge 
report, the White Paper and the two 
Parliamentary debates have merely 
thrust into prominence the two major 
problems of the organisation of British 
broadcasting, namely, the continuance or 
not of the monopoly and the problem 
of the correct balance between the 
centralising unity of London and 
regional autonomy, which, in effect, is the 


problem of the most efficient, economical - 


and democratic form of organisation for 
British. broadcasting. 

What must be said, however, is that 
if a new charter for the BBC is granted 
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te come into effect on January I, 1952, 
it will merely perpetuate the present 
system, There is simply no time for 
any goverfiment to do any more than 
that. Yet in view of all that has been 
said both inside and outside Parliament, 
it ig unthinkable that the present system 
should be continued for fifteen years. 
Surely, therefore, the best thing is for 
the Government to renew the existing 
charter. for twelve more months and in 
the meantime go carefully into the major 
questions which have all been left in 
dispute. I suggest further that the 
Government appoint one or two small 
expert committees to consider such 
matters as overseas broadcasting, tele- 
vision, and regional broadcasting with 


a view to determining what their rela- 
tions should be with each other. This 
would be a great help to the Govern- 
ment, and Parliament would, of course, 
have full opportunities of debating and 
deciding on any proposals which the 
Government might make as a result of 
such further deliberation.—Yours faith- 
fully, JoHN COATMAN 
The University, St. Andrews 


Frustrated Cars 


Sir,—You accuse the Nuffield organisa- 
tion of “unreasonable exploitation” 
because, being forced to bring cars back 
from Canada, it offers them here for sale 
at more than the normal] English price. 


Voice of Experience 


Lessons of the British War Economy. 


Edited by D. N. Chester. Published by the 


Cambridge University Press for the National Institute of Economic and Social Research, 


260 pages. 228. éd. 


The idea behind this book is that the 
academic economists who worked in the 
government departments during the war 
should share among their colleagues the 
iessons of value for their own profession 
that they derived from their excursion 
into practical life. The National Insti- 
tute of Economic and Social Research 
therefore commissioned Mr D. N. 
Chester to collect these thirteen essays, 
all but one of which are the work of 
holders of university posts. To intro- 
duce the volume the happy choice was 
made of Sir Richard Hopkins who, as 
Permanent Secretary of the Treasury, 
played so large and imaginative a part 
in fitting the “temporaries” into the 
civil service. The result is a book much 
more readable and enjoyable (and also, 
mercifully, much shorter) than most 
symposia. The merit of the different 
contributions naturally varies, but the 
average level is very high. Economists, 
civil servants and the great and varied 
number of ex-temporaries would all 
find much in this book to instruct or at 
jeast to stir memories. 

It is apparent, however, that not all the 
centributors had quite the same idea— 
perhaps the different natures of their 
subjects imposed a certain variation. 
Some of them have written straight- 
forward and almost’ chronological 
accounts of the development between 
1939 and 1945 of the field of policy with 
which they are concerned. Professor 
G. C. Allen, for example, has written a 
hicid descriptive account of the policy 
of concentrating industry, which one 
would like to see expanded into a full 
volume with detailed examples—but for 
the purposes of the present book one 
wonders whether the concentration of 
industry is so remote from the economics 
of peacetime that there are really only 
three paragraphs of general conclusion to 
draw. Professor E. A.-G. Robinson and 
Mr Hugh Weeks have written accounts 
of the machinery that was gradually 
evolved for the allocation of resources 
and for Anglo-American supply relation- 
ships. These potted war histories are of 
great interest and will be most valuable 


if ever the job has to be done again. But 
the same comment can be made, that the 
lessons of general application—of which 
there are several—might have been 
brought out more clearly. 

Others of the contributors. have not 
been so content to describe their subject 
but have gone on to analyse the problems 
it presented and to generalise about 
them—but still mainly within the rather 
blinkered context of their particular 
wartime job. Professor Devons, for 
example, contributes a most thoughtful 
and stimulating essay on “The Problem 
of Co-ordination in Aircraft Produc- 
tion” which is an admirable discussion 
of the precise range of territory delimited 
by its title. (In this case, the essay does 
not need expanding into a book ; it is 
rather a summary of Professor Devons’s 
admirable book already published.) 

After these eliminations, few of the 
contributors have done (or, to be fair to 
them, one should perhaps say have been 
permitted by their subjects to do) what 
one supposes was in the National 
Institute’s mind, to summarise how far 
their wartime experience has changed or 
extended their view of economics itself. 
Mr Chester himself has some thoughtful 
reflections on the place of the economist 
in the central machinery for. economic 
policy, but this is a contributicn to the 
science of administration rather than to 
economics. From this point of view, 
perhaps the best things in the bock are 
an essay on rationing by Mr W.. B. 
Reddaway, which could go almost * it 
stands into a textbook of the new 
economics, and Mr J. R. N. Stone’s 
chapter on “The Use and Development 
of National Income and Expenditure 
Estimates,” which ranges a long way 
past 1945 in explaining how the estimates 
of the national income—surely, from the 
economist’s point of view, the most 
important product of the war years—can 
be used for purposes far wider than 
those that brought them into existence, 

A review of this book in The 
Economist cannot close without quoting 
one passage from Mr Stone. He 
describes how, early in 1941, 
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10, 195] 
Not for its Own convenience she com 
pany has-diverted nine-tenths ., what. 


ever the fraction may be) of ;:; output 
to export. Not by its own mis, 


' udgm 
it found a large number of these expaied 
cars suddenly unsaleable in C:;, ida, and 


had to bring them back to England 
offers them to willing buyers ar a price 
that includes the cost of transport ang 
conversion, actually incurred. And fo, 
that you charge it with profiteering It 
ought, apparently, to have accepted an 
enormous loss, Caused entirely by the 
politicians, rather than sell the cars at 
a price the public in England js eager 
to pay. Are you not pitching com. 


It 


mercial ethics ridiculously high > 
Yours faithfully, Morris Owner 


Books and Publications 


the idea began to circulate in Whitehall 
that something would have to be done to 
close the gap that had been developing 
between the inside and outside views of 
the financial position. . . . The ast straw 
was an article in The Economis: early in 
February, 1941, in which the current 
annual rate of the national income was put 
at £8,120 million and a level of £9,000 
million was predicted for the financial 
year 194}-2.  Preposterous, everyone 
said, ridiculously too high: the national 
income cannot be running at more than 
a littl over £6,000 million at the present 
time. “I really think,” wrote Hopkins 
to Keynes shortly afterwards, “that 
something must be done both about the 
national income and about the gap. 
Perhaps we could talk.” . . . In a few 
days the Chancellor was considering a 
new form of Budget White Paper. ... 
Having explained the strategic role 
played by The Economist in these pro- 
ceedings, I must now try to make 
amends. . ... [The Economist’s| figures 
related to the “gross nati:mal income,” 
. .. i.€., the national income plus depre- 
ciation allowances plus indirect taxes net 
of subsidies. . . . [From the subsequent 
official estimates] we Obtain £7,9% 
million [for the financial year 1941-2}. 
Preposterous ? At Jeast £2,000 million 
too high ? Well, well! 
In acknowledging this very graceful 
amende, we can only add that The 
Economist at the time was wholly 
ignorant of the discussions that were 


proceeding in the Treasury. 


Disaster in Malaya 


Main Fleet to Singapore. 'y Russell 
Grenfell. Faber. 238 pages. 18. 


Captain Grenfell has set out to record 
the circumstances which led to the 
disaster in Malaya at the end of 1941, 
the defeat of the British land, sea, and 
air forces by the Japanese and the loss 
of Singapore. He wishes to show that 
it was the result of grave mistakes 
strategy, of wrong thinking and neglect. 
From the:purely naval pomt of view he 
aims at exposing the weakness 
muddled planning of the Admiralty be- 
fore the war, and the errors by the 
British Chiefs of Staff, which were mag 
nified into grave blunders by + 
Churchill’s domination. of their councils 
—blunders which, he asserts, were T* 
sponsible for the failure to send the 
main fleet to Sit and for the loss 
of the weak squadran which was S" 
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‘, Grenfell considers that Decem- 
fos 4 1941, the day on which the 
Prince of Wales and the Repulse were 
sunk, marks the end of an epoch—the 


end of Bri ish pre-eminence as a sea 


power. ; 

The story of the loss of Singapore 
should be told, and its causes and con- 
sequences examined. One sympathises 
with the author in his complaint that 
although it is more than five years after 
the end of the war no official naval his- 
tory has yet been produced. Captain 
Grenfell has, however, been able to 
obtain a great deal of information at 
first hand from most of the chief actors 
in the drama ; senior officers concerned 
with the defence of Singapore in the 
months preceding the Japanese attack, 
and also a number of those in command 
during the fighting. He is, therefore, 
able to give an authoritative and interest- 
ing account of the situation as it 
appeared to the men on the spot. 

With the main lesson of the book, few 
will disagree: that military weakness 
invites aggression. But there will be 
less acceptance of the author’s cham- 
pionship of Japan and justification of 
Japanese aggression. And there will be 
much disagreement with his assessment 
of Mr Churchill as a man who, for some 
inexplicable reason, was ready during 
the war to succour any part of the world 
except Malaya. In his sQmming up at 
the end of the book, the author squarely 
charges the Treasury and the civil ser- 
vants within the Admiralty, War Office 
and Air Ministry with.being a powerful 
“sixth column” working continuously 
to assist Britain’s potential enemies by 
trying to cut down the national defences. 
This conclusion will not startle those 
concerned as much as the author 
imagines, as it is the sort of thing service 
officers have been’ saying to their civil 
service colleagues across lunch-tables 
from time immemorial. The civil ser- 
vants, for their part, make a number of 
damaging counter-charges against the 
fighting services. But the friendships 
survive, 

_ The subject of the book is of absorb- 
ing interest, particularly to the Navy. 
When the author concentrates on naval 
narrative, the book runs much more 
smoothly. The action in which the 
Prince of Wales and Repulse were sunk 
is vividly described, and the develop- 
ment of the naval situation after’ the fall 
of Singapore is well told in the chapters 
on the naval moves in the Indian Ocean. 
One can only regret, therefore, that the 
author has such a bitter outlook, such a 
cynical view of all politicians and of the 
motives of governments, .such a con- 
‘empt tor those who between the wars 
strove since: ely for peace, for agreement 
— a and the reduction of 
pr ty : A is the writing of a dis- 
Hitle hope {or te See ne: Sees 
pe tor the future. 


The Sanctity of Dogma 
Marx against the Peasant. By David 

Mitran y. George Weidenfeld and Nicholson, 

348 pages. 2¢s, 

Western Students of economics have 


- en in the past much interest 
© peasant problems of “Eastern 


Europe. Since the war and the estab- 
lishment in this area of Soviet Russia as 
the dominant influence, concern with 
these problems has been heightened by 
their political implications. A thorough 
survey of the whole subject is needed. 
Dr Mitrany’s book hardly meets this 
need, since he is concerned less with 
what has happened than with the role 
of Marxist dogma in the story. 


Marxism has indeed been the villain 
of the piece. In its social-democratic 
form in the inter-war period it allowed 
the socialist parties to enter into coali- 
tions with reactionary elements rather 
than with the peasant masses. In the 
postwar period, it induced them to 
combine with the communists up to the 
point when the latter were able to 
dispense with their support. 


The first part of the book, which deals 
with the development of the Marxist 
theory concerning the role of the peasant 
and agrarian policy, is an expansion of 
an essay of the author’s written in 1927 
and contains little that is new. “The 
second part, which deals with Soviet 
agrarian policy, is not very satisfactory. 
Indeed the notes at the end of the book, 
which show that Dr Mitrany is aware 
of the unreality of peasant control in 
the Kolkhoz, tend to contradict the 
impression left by the text. A closer 
attention to chronology would have 
helped to reveal the important fluctua- 
tions in Soviet policy in this field. 


For non-specialists the most novel 
part of the book will be the third. Here 
Mr Mitrany gives an account of the 
peasant parties and movements of the 
interwar period. It is possible that he 
overestimates their representative 
nature ; he ignores altogether criticisms 
by other writers who have suggested 
that, by and large, only the interests of 
the wealthier peasantry were fully up- 
held by the parties. The last part 
contains an account of what has beer 
done in the Soviet satellites and in 
Jugoslavia since the war, although the 
story is not taken right up to the present. 
It is clear, however, that the Marxist 
dogma was not abandoned. The share- 
out of land in the immediate postwar 
period was as purely a tactical move as 
any of Lenin’s. Governments deter- 
mined to build up the “socialist 
heights” of the economy could. never 
allow the countryside to be run by 
subsistence farmers. They would get 
neither the food nor the labour they 
required ; and an irreconcilable focus of 
political discontent would remain. 
Collectivisation, however delayed or 
disguised, remains the goal. The 
Russian model shows that humanitarian 
considerations are not to count for any- 
thing against the sanctity of socialist 
dogma. 


Enterprise in the Colonies 


The Metropolitan Organisation of 
British Colonial Trade. By Kathleen 
Stahl. Faber. 313 pages. 253. 


This is an important addition to the 
very short list of books which deal with 
economic aspects of the British colonies. 
It covers the history and organtsation 
of British firms operating in the West 
Indies, Malaya, Ceylon and East Africa. 
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An obvious omission is the West African 
colonies, but some material, for Nigeria 
at least, has already appeared in. volumes 
of. the earlier Nuffield College series, 
edited by Miss Perham. 


The present book is divided by terri- 
tories and then again according to 
different general aspects which include 
the study of metropolitan associations of 
firms and the working of semi-official 
bodies such as the West India Com- 
mittee. For each territory there is also 
a section On commerce, which is sub- 
divided again by commodity groups. 
The treatment is descriptive throughout, 
and little attempt is made to compare 
the patterns of development in different 
territories or to assess the relative impact 
of similar institutions in the different 
areas, 

Despite the lack of more analytical 
treatment, a great deal of valuable 
material has been collected. The com- 
modity studies in particular are a useful 
contribution in.a field where too little 
is still known. he chapters on com- 
merce in Ceylon and Malaya contain 
descriptions of the work of managing 
agencies not to be found anywhere else 
and the historical background . throws 
interesting light upon the extent of 
interlocking directorates and ~ other 
institutional features. 

As the title indicates, the scope of the 
book has been intentionally narrow and 
the economist will find that it leaves a 
number of questions unasked. For 
example, the impact upon the colonial 
economies themselves of the forms of 
commercial organisation described are 
not examined, and, with the exceptio 
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of Jamaican bananas, there is little 
general assessment of the place of 
foreign firms in the colonial production 
chain as a whole. Now that the 
nationalisation of foreign enterprises is 
popular and the export of produce is 
being usurped by the Colonia] Market- 
ing Boards, the functions of foreign 
enterprise in colonial territeries are 
being subjected everywhere to review. 
While there is no explicit analysis of 
these problems, this study provides use- 
ful material on many points, including 
the part played by British enterprise in 
the opening up of colonial trade, and in 
the very rapid rate of its development 
over the last fifty years. 


Scotland Under Survey 


Third Statistical Account of Scotland: 
Ayrshire. By John Strawhorn and 
William Boyd. Oliver and Boyd. 886 
pages. 208, 


When the first “ Statistical Account 
of Scotland” was put in hand by Sir 
Jobn Sinclair at the end of the 
eighteenth century, it contained few 
statistics, and no maps or illustrations. 
It was a parish-by-parish social survey: 
a -2i-volume symposium by the 
ministers of the Church of Scotland, 
owing a great deal of its charm and 
interest to the diversity that it revealed. 
It was only by building up from parish 
data that a picture of the national 
economy could be presented, 


This is no longer so. On the contrary, 
it is very hard nowadays to understand 
the problems of the parish, or even of 
the county or region, without some pre- 
liminary study of the same problems 
at the national level. The differences 
between parishes have dwindled or have 
lost any connection with parish 
boundaries, so that a mere aggregation 
of parish surveys would be highly repe- 
titive and blot out a view of the national 
economy in a thick wood of parishes. 
Local surveys can still, however, pro- 
vide illustrative detail of general trends ; 
and a full-scale survey of a local com- 
munity sufficiently homogeneous to be 
treated as a unit can bring out the 
problems peculiar to that community. 

Ayrshire, which forms the subject of 
the first volume of the Third Statistical 
Account (there was a Second Account 
just over a hundred years ago), merits a 
full-scale survey for this reason. It is 
a fairly distinct geographical unit, with 


a tradition and life of its own; it is 
also, unlike most regions that form the 
subject of modern social surveys, a 
thriving and developing community. It 
has the best dairy herds in the world, 
an international airport, a magnificent 
coast, and as wide a range of industry 
as one could wish, For every industry 
that has died—and there have been 
many—two have arisen in its place. 
New pits are being sunk and a large 
number of new factories have been built 
since the war. Not all the county shares 
the expansion: there is a filtering of 
the population out of the rural south and 
east down towards the industrial north 
and west. 

It is the main drawback of a descrip- 
tive survey that it cannot pursue the 
problems that it touches on. Dr Straw- 
horn, in an excellent study of the 
county, occupying the first third of the 
volume, cannot readily digress to tell 
us, for example, why the county’s 
economy has shown such resilience, 
what the impact of the “incomer” on 
Ayrshire has been, and from what social 
groups is now supplied the leadership 
that came in the eighteenth century 
from the landed gentry, the lawyers and 
the clergymen. He succeeds, however, 
in conveying a vivid picture of the life 
and work of the community, complete 
with a neat set of diagrams and tables. 
Dr Boyd fills in the detail in a series of 
more chatty accounts of the parishes. 
But although these are delightful to dip 
into, they read somewhat like a mixture 
of Domesday Book and a local guide- 
book and are inevitably rather 
superficial. 

It would seem too much to hope that 
all the remaining Scottish counties can 
be so skilfully and readily presented ; 
and it might be preferable to group 
some of them together and omit, or 
greatly condense, the parish surveys. 
Meanwhile the Scottish Council of 
Social Service are to be congratulated 
on sponsoring a work worthy of the 
Festival of Britain—in honour of which 
the book is offered at a bargain price. 


Gone with the Wind 


Economic Resources and Policies of 
the South. By Calvin B. Hoover and 


B. U. Ratchford. Macmillan. 464 


pages. $5.50. 
For a Jong time most books about the 
American South tended to conform to 
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ene of two types, according 1: 

their authors came from above ; below 
the Mason and Dixon Line | ither 
they represented the South as the source 
of all the shortcomings of Amer). —anq 
indeed by any conceivable <:2:j<:5c0) 
index it serves as an irresistib|. ..., 
goat ; or they restated the m of 
southern ‘agrarian Utopia destroyed by 
Yankee vandals in the Civil W. : 


In recent years the magnolia m1) ha; 
given way increasingly to partial 
e 


hether 


studies of actual condition: 
region, and to the formulation «: 
reform programmes. Mr HH; at 
Mr Ratchford have performed « | ),;)) 
service’ in producing an exce)|: 
mary, in concise and readable (5: 
the economic resources of th. South 
and their development in the past 
twenty years. The subordinate «:atys of 
the southern states in the naticn js siij] 
frequently attributed almost ex \usively 
to a number of permanent and ¥ indicti 
discriminations, designed to ensure the 
domination of northern manufactures: 
differential freight rates; protective 
tariffs ; absentee northern ownership of 
southern industry and public utilities. 
inadequate credit facilities. These 
disabilities have indeed been in portant 
in the past, but a study of the changed 
conditions shows that few of them are 
effective today, The southern stites are’ 
still the poorest in the nation, but the 


/change during the past twenty years has 


been remarkable, especially through the 
transformation of a purely agrarian 
economy, based on a single cash crop, 
towards a balance between industry and 
mixed -fatming. Cotton may still be 
king in the Mississippi Delta, but it has 
lost its pre-eminent position in the South 
at large. 

The authors have not neglected the 
peculiar history of the South in their 
study, which is concerned with possible 
future policies as well as present condi- 
tions. But there is one strange 


omission: there is hardly a mention in 
the book of the race questi which 
pervades. and colours every southem 
problem, economic, social or politcal. 
The conclusions about the c«conomic 


prospects in the South are perhaps over- 
optimistic for this reason. Bui with the 


inevitable limitations imposed by space, 
this is an important contribuvion to an 
understanding of the changing «)atacier 
of the region. 
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This Christmas, give 
your friend abroad 

a year’s subscription 
to the Manchester 
Guardian Weekly. 
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The office clock needs watching 


@ CLOCKS are most expensive when they record 
overtime. Nowadays, the cost of office staff, 
in terms of space alone, must be justified by 
greater production per person, per day. But 
no organization can get this if it relies on 
obsolete figuring methods to provide all the 
facts it needs. Ideally, all procedures should 
be finalized within normal working hours; 
all accounts not only completed but proved; 
every desk cleared of today’s work today. 

Burroughs are in business to make this 
practicable. First, by expert advice on how 
to get an accounting routine working evenly, 
with no overloading and maximum output. 
Secondly, by installing the business machine 
exactly suited to the system that gives the 

——== “best results. 

om The Burroughs organization is known all 

== over the world. Experience of the changing 


needs of business, on the widest scale possible, 
< helps them to solve the most localized prob- 
AVE TIM lem faster. And to provide an on-call main- 
in an j tenance service that keeps their machines on 
I OFFigp : the job all the time. 
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— IT COSTS YOU NOTHING... 


Many economies can be made in office depart- 
ments—but problems cannot be solved until they 
are clearly defined. The Burroughs publication 
“* Ways to Save Time in an Office” contains useful 
advice for office management. This booklet can be 
obtained, free of charge, from Burroughs Adding 
Machine Ltd., Avon House, Oxford Street, 





London, W.1. 
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Burroughs 
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Waiting for Ike 


Washington, D.C. 


HEN General Eisenhower arrived from Paris last 

weekend for his “strictly military” talks with 
President Truman the domestic political situation was, as 
they say, fluid. It was the most fluid political situation in 
living memory. Amalogies thrust themselves forward, and 
perhaps the most suitable is that of a couple of football 
reams who have just run out on to the field and are now 
ounting a ball about in front of the respective goals or 
stamping and swinging their arms to keep warm. 

The captain of the Democratic team, who is standing with 
his hands in his pockets, whistling cheerfully, is regarded 
by the other players with much anxiety, for he nas not yet 
said whether or not he is going to play in the impending 
same. This is President Truman. At the Republicans’ end 
of the field a figure is to be seen running about with immense 
vigour in all directions, intent on capturing the ball whenever 
possible and putting on exhibitions of fancy dribbling to 
show that he isthe obvious choice for captain. This is 
Senator Taft, of Ohio. 

But on neither team are the players giving their full atten- 
tion to the events on the field. Their heads are repeatedly 
turned toward the players’ entrance. The spectators in the 
stands are watching this gate with equal absorption. © Players 
and spectators alike are awaiting the appearance of a mighty 
amateur who, though he has never before played in a pro- 
lessional game, is believed to be capable of leading any team 
to victory. The trouble is that nobody yet knows whether 
he is going to turn up or, if he does turn up, which side he 
is going to play on. And this is General Eisenhower. 

From time to time players on the Republican ‘team assure 
one another and the spectators that the gifted unknown is 
coming to captain their side. “I know he’s a Republican 
and I'm sure he’s going to play! ” says Governor Dewey of 
New York, the left half-back. “He is vigorously anti-New 
Deal!” cries Mr Scott, of Pennsylvania, the inside right. 
: He will split the solid Democratic South and win,” 
promises Senator Duff, of Pennsylvania, the left full-back. 
But Mr Taft, the outside right, only rans about harder and 
faster, and even as he shows off his tricky footwork he shouts: 

Talone can lead the Republicans to victory!” 


; Just how tricky Senator Taft’s political footwork is has 
deen emerging with increasing clarity since he announced 
himself, in the middle of last month, to be a candidate for 
the Republican nomination. What is his programme? He 
's for “ progress within. the principles of liberty of the indi- 
vidual, of state and local ‘self-government and of economic 
freedom,” He is against any “Me Too” procedures, by 
Which he means opposition acceptance of Administration 
Policy at home or abroad ; but on the other hand he is not 
i favour of taking an “ extreme position.” He considers 
that the present foreign policy of the United States is “the 
most tragic in United States history.” He apparently does 
Rot consider this position to be an extreme one. 


ie is his view of Senator McCarthy ? He approves the 
wCarthy campaign against alleged subversive influences in 


government, but “I don’t know if I have to approve or 
disapprove of his methods.” Of the nomination of General 
Mark Clark as United States Ambassador to the Vatican ? 
It is “a novel proposal.” Of what will be needed to win the 
Negro vote ? He feels that “ the Negroes will vote for what 
is best for the nation.” In this manner, moving about the 
country in the role of nearly every man’s friend, Senator 
Taft is reported to have lined up promises calculated to place 
him in a situation of considerable strength when the 
Republican convention opens next July. 


* 


None of this, however, can be greatly troubling President 
Truman, who some time ago, with every evidence of 
sincerity, made it clear that Senator Taft was his choice 
as the Republican candidate most likely to be defeated. The 
President may have more cause to worry about the recent 
signs that Senator Byrd of Virginia and Governor Byrnes of 
South Carolina are mapping out what could be a serious 
excursion by Southern Democrats, one which might take 
them at least temporarily out of the party unless they can 
ensure the nomination of a conservative candidate at the 
Democratic convention. Neither Mr Truman nor anyone 
who shares his convictions would meet with their approval. 


The President has other worries. Mr William M. Boyle, 
bowed under the weight of criticism regarding his receipt 
of fees from-a company which received government loans, has 
been replaced as chairman of the Democratic National 
Committee by Mr Frank McKinney, an Indianapolis banker 
with a vigorous approach to the “ morality in government ” 
issue and a'comprehensive knowledge of the techniques of 
campaign fund-raising. But Mr Truman cannot have any 
illusions about the capital the Republicans intend to make 
out of the charges of outright or near dishonesty lately brought 
against officials of his Administration. 

Mr Truman, meanwhile, is really being of no help what- 
ever to those Republicans who are now wearing—or are 
prepared to wear—the new neckties reading “I Like Ike” 
which made their appearance the other day at a meeting in 
Kansas, the General’s home state. Mr Truman keeps on 
saying, in effect, what a fine man and great soldier General 
Eisenhower is. 


This praise by the President may well be more and not less 
distressing to the Eisenhower Republicans because it so 
plainly comes from the heart. For it deepens the thoughtful 
frowns of those in the Republican party who ask themselves 
whether the General, if he were nominated as a Republican, 
could possibly put up a hard or successful fight against a 
Democratic candidate (such as the President himself) who 
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made the Truman foreign policies the great issue of the 
campaign. How could General Eisenhower attack policies 
which he has himself diligently supported ? 


it is now the cry of the openly anti-Eisenhower factions 
within the Republican party that he is being backed by 
“Eastern internationalists.” Another different cry is that 
it would produce grave consequences in Europe if General 
Eisenhower were to “turn tail” and leave his job there. 
With these and other arguments in the air, and with Senator 
Taft steadily acquiring support for which they are not yet 
even in a position to compete, the Eisenhower Republicans 
have been showing understandable signs of desperation. The 
demand for “a forthright statement from Ike” has begun 
to swell like an organ chord. 

More objective observers have been inclined to consider 
the situation from General Eisenhower’s own point of view. 
Would he be wise to say either yes or no at this juncture ? 
Next January the Congress will have to begin consideration 
of a great new foreign arms Bill. The Administration’s 
requests will be affected by the conclusions of the committee 


which is now examining the ability of the North Atlantic 


powers to share the burden of the accelerated military pro- 
gramme General Eisenhower is seeking. Congress and 
everyone else concerned may be readier to accept his objec- 
tives and speed their attainment if, while “he remains the 
strongest potential contender for the Presidency, the General 
does not actually declare himself, a step which would summon 
up a host of political enemies at home. To declare himself 
out of the race, on the other hand, would reduce his present 
influence to a fraction of itself. 


From the moment General Eisenhower arrived in the 
United States last Saturday to the moment when he left to 
return to Europe on Tuesday, the newspapers pursued and 
questioned him at every opportunity and analysed his words 
as though the secret of life itself were hidden in them. The 
General’s performance in these circumstances was highly 
skilful. He made it clear that he had come to talk about 
the military balance sheet and was not to be lured away 
from the task of the hour. At the same time he contrived 
te leave behind the impression that Senator Duff and others 
might not be entirely wasting their time if they went on with 
the “ Eisenhower for President” campaign. On the one 
hand General Eisenhower said that he had no political 
aspirations, did not talk politics with the President at their 
private lunch and had authorised nobody to engage in 
political activity on his behalf. On the other hand he added 
that he had talked to Senator Duff on the telephone, would 
not interfere with the actions of any of his friends and would 
speak out for himself “ positively and definitely ” if the time 
came to do so. He then flew back to Paris, leaving the 
political situation as fluid as ever. 


The West’s Fuel Aces 


[FROM A CORRESPONDENT IN COLORADO] 


Ir, as seems probable, the production of liquid fuel and 
chemicals from coal and oilshale is undertaken on a large 
scale in the United States before long, it will not be because 
there is the immediate lack of petroleum that has in the past 
forced other countries to embark on similar projects, but 
because the United States wants to get a synthetic fuel 
industry established before it is really wanted. The need 
for it might arise suddenly if war broke out, but even without 
that domestic reserves of petroleum and natural gas.are not 
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expected to last for more than another generation. Such 
forecasts are always speculative, but it is certainly true tha: 
on a thermal unit basis, petroleum and natural gas make up 
only just over 2 per cent of the country’s known resources of 
fuel energy, while bituminous coal provides 55 per cent of 
them, sub-bituminous coal and lignite together another 3, per 
cent, and oilshale over 10 per cent. i 


Sooner or later therefore, the United States seems almoy 
sure to have to fall back on coal and oilshale and it js , 
prospect very pleasing to the western half of the country 
For three-quarters of these resérves are west of the Missour; 
River and so are two-thirds of the potential water-power- 
with these aces in its hand the west sees itself eventual] 
rivalling the east in wealth, industry and population. 


y 
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Meanwhile, however, there are many controversies— 
sectional, political and technical—to be settled before a syn- 
thetic fuel industry is actually started. Immediately after 
the last war, Congress authorised experiments with both coal 
and oilshale. Since then the Bureau of Mines. in the 
Department of the Interior, has been producing synthetic 
fuels and chemicals from coal on a relatively large scale by 
improved hydrogenation methods in Missouri, and has less 
advanced projects in coal gasification. going on there. while 
in Colorado it is preparing to produce oil from shale by a 
new method. The Secretary of the Interior, Mr Oscar 
Chapman, confidently announced some time ago that. as the 
result of the work in Missouri, there would now be little 
risk either for the government or private industry in building 
a full size plant to produce synthetic fuels by hydrogenation. 

In spite of this, however, no private firm has been prepared 
to undertake any risk at all in this connection, although one 
has offered to build a hydrogenation plant in southern 
Illinois, at a cost of $400 million, provided that the govern- 
ment guarantees it against loss and promises a market for 
all its output. This hardly seems a very attractive proposi- 
tion from the government’s point of view, but nevertheless 
Mr Chapman has asked the Defence Production Administra 
tion to guarantee to buy the output until 1962, at present 
prices or better, and has also asked for similar guarantees for 
a $55 million plant in Colorado, which would produce 0! and 
chemicals from shalé. 


These requests are under consideration, but in the mcan- 
time Dr James Boyd, head of the Bureau of Mines, 1 
resigned from the agency. He has gone to a much more 
profitable job with a private mining company, but © 's SU 


_ gested that one of the reasons for his ure is his belief 


that Mr Chapman has been pushing the synthetic fuel pro- 
gramme too fast and too far, and that he should at !east have 
waited for reports on its feasibility and advisability which 
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were being prepared by various expert groups. One of these, 
from the National Petroleum Council, has just appeared. In 
condemning the coal hydrogenation process as uneconomic, it 
repeats the protests which the petroleum industry had made 
earlier against Mr Chapman’s proposals. Then the industry 
claimed that it could build an ordinary refinery, with the 
same capacity as the suggested plant in southern Illinois, for 
about one-eighth of the money and added that it would be 
ready to build synthetic plants at its own cost whenever they 
became practicable. Now the council reports that in its 
cpinion it would cost over 43 cents a gallon to produce petrol 
t ydrogenation, compared with the, Bureau of Mines’ 
estimate of under 11 cents and with about 13 cents for petrol 
from crude oil. The report is, however, rather more opti- 
mistic about the possibilities of producing petrol at a more 
competitive price by gasification or from oilshale. 


* 


But at the same time a hitherto unfancied process is coming 
up fast and may be in use before any of the so-called 
“high-heat ” processes. Hydrogenation and gasification both 
use almost half of the original heat energy to produce the 
end product. The dark horse “ cooks” the coal instead of 
breaking it entirely down and the process is conducted at a 
relatively low temperature. It also differs from hydrogena- 
tion in that private industry paid for much of the original 
research, done in a Bureau of Mines laboratory, and is pre- 
pared to stake many millions of dollars on its cheapness and 
reliability. 

The Texas Electric Power Company of Dallas, which paid 
for the experiments, is building an immense power station, 
ultimately to have a capacity of 320,000 kilowatts, in Milam 
County, Texas, to supply electricity for a new aluminium 
plant which will make 85,000 tons of the metal a year. Milam 
County was chosen because it contains a vast bed of lignite, 
from which the electricity will be generated by the new 
process. It takes about ten kilowatt hours of electric power, 
or half a week’s average supply for an American household, 
to make one pound of aluminium. Here, right in the preserve 
f the natural gas industry, lignite is outdistancing gas as a 
source of cheap power and, it is hoped, providing an answer 


ae 


for the shortage of hydro-electricity that is hampering, 


a\uminium expansion, 

The cheapness is explained by the fact that the process 
separates the lignite into its two chief components, carbon, or 
char, which provides the fuel for the power generators, and 
coal tar, which can be made into all sorts of much-needed 
oil and chemical products. A ton of the Texas lignite pro- 
duces about 14 gallons of tar; tar is now selling at from 
8 to 10 cents a gallon, and the cost of the lignite is about 
$1 to $1.50 a ton. Thus the power plant will get its fuel 
almost free. There is, of course, nothing new about carbon- 

‘jsation. What is new about the present process is that it is 

better, cheaper and quicker, particularly when it comes to 
ihe removal of the water which makes up one-third of lignite 
by weight. Above all, the combined operation provides a 
useful way of disposing of the-char that carbonisation inevit- 
ebly produces in huge quantities. 

Before long the western river basins will be needing more 
power than can be provided by harnessing even their great 
water resources. But the upper end of the Missouri basin, 
in North Dakota and Montana, is virtually one vast field of 
lignite and sub-bituminous coal, which are the grades upon 
which carbonisation works best ; the Columbia basin also 
has rich reserves, in the State of Washington. The new 
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process can apparently be applied very efficiently to oilshale 
as well, and to the low-grade coal in which the west abounds. 
The process has potential uses, other than for the produc. 
tion of electricity, which are also of great importance to the 
west. For example, it might be employed to make special fuels 
for the steel plants that now have to import some of their 
coking coal from other regions ; to preduce pure carbon for 
electric furnaces to refine the west’s enormous store of phos. 
phates ; and to utilise its waste wood products. 


American Notes 


Atomic Plenty 


The atom bomb came of age last week, for the fourth 
of the atomic explosions now taking place in Nevada was 
the twenty-first in the series that began in July, 1945. The 
atom has matured very satisfactorily, for the latest detona- 
tions were of bombs of different sizes and types, with ground 
troops participating for the first time ; the Congressional 
observers were able to report that atomic bombs can now be 
used on the battlefield and followed up immediately by 
attacking forces without danger from radiation. It is believed 
also that the new bombs are not only tailored to fit the job 
they have to do, but also contain less plutonium in proportion 
to their explosive power than the old, and are therefore 
cheaper ; in fact, measured in these terms, it seems that 
atomic weapons will eventually be more economical than 
conventional ones. 


Atom bombs used in this way will not carry the moral 
reproach that Americans have always attached to their atomic 
attacks on Japanese cities in 1945, and the latest experiments 
show, in the words of the chairman of the Atomic Energy 
Commission, that the enemy can be met “ with a fire power 
that should cancel out any numerical advantage he might 
enjoy.” The Secretary for Air believes that a revolution in 
the country’s basic military concepts will be required if 
full use is to be made of the great advances that are coming 
in atomic weapons. All of this will certainly reinforce 
Senator McMahon’s demand for a much increased expendi- 
ture on atomic development, in the eventual interests of more 
security for less money ; even so, it would take about three 
years to produce the new atomic weapons in the huge 
quantities needed to be effective. 


Three years gives the Russians more than enough time to 
catch up with the United States, or at least to construct 
enough atom bombs to do serious damage. The point was 
underlined by the announcement, on the same day that 
the latest American experiments began, that a further atomic 
explosion had taken place in the Soviet Union. Yet Congress 
at its last session refused to provide money to give Americans 
the protection from enemy air attack that had already been 
approved. The President asked for $535 million for ee 
defence, but he got only the “ tragically insufficient ” Sum 
of $75 million, which means that there will be no federal 
help for the construction of air-raid shelters and little for 
the stockpiling of emergency supplies. 


* * * 


Business in Distress 


The hard facts that hit the stock exchange bulls in mid- 
October and made the bears stir in their sleep were the first 
batch of company reports for the third quarter of the yea. 
Those which allowed in advance for the retrospective tax¢s 
which will have to be paid under the new Bill showed a sharp 
drop in profits compared with the same quarter of the pre- 
vious year (when profits were swelled by post-Korean scare 
buying); those which ignored the new taxes for the psesent 





a 


=~ oO 





THE ECONOMIST, November 10, 1951 


will obviously make am even poorer showing in the fourth 
quarter, But what really shook the stock market was the 
number of important companies that disclosed a decline in 
profits before making any allowance for taxes at all. The 
decline, which in many cases came as much from reduced 
volume of business as from increased costs, is likely to con- 
tinue for some time, for few defence contractors are yet ready 
for large-scale output and makers of civilian durable goods 
cannot expect any increase in their supplies of materials 
before next autumn, 


At the moment, however, it is not shortages of materials 
but lack of consumer demand that is restricting production 
of most civilian goods ; some manufacturers of these are not 
even using their full allotments of controlled materials. Con- 
sumers have for months been obstinately saving an unusually 
high proportion of their steadily growing incomes (although 
-hey have not been buying government savings bonds). Retail 
trade improved in the last weeks in October, but that was 
mainly a spurt to beat the new excise taxes on household 
appliances and many other articles, which came into force on 
November ist. Many retailers are doubtful whether they will 
be able to pass these on in full to consumers, especially since 
November rst is also the date on which wage packets and 
salary cheques will begin to feel the effects of increased 
income taxes. Christmas is, of course, coming, but it will be 
followed by three months during which the tax collectors 
take their largest bite of the year out of incomes. 


Depressing as all this is for businessmen, it does not mean 
that the country as a whole is facing an economic depression. 
All that has happened is that inflation has been unexpectedly 
delayed. The gross national product has levelled off, but at 
an annua! rate of $328 billion in the third quarter it was still 
higher than ever before, and the index of industrial produc- 
tion is climbing again after its sudden fall in July. This is 
because defence production is at last getting under way, with 
deliveries rising fast, which explains in part why in Septem- 
ber, for the first time im two years, there was a decline in the 
value of unfilled orders on manufacturers’ books. This is also 
explained by the continued reluctance of wholesalers and 
retailers to order new stocks, but their inventories are gradu- 
ally getting back into balance with their sales and sooner or 
later they, like consumers, must begin to buy again. 


* « * 


Dilemma for Bookmakers 


Bookmakers all over the country are groaning over a 
Provision of the new tak law which went into effect last 
week, under which they” must pay a ten per cent federal 
tax on their gross earnings and must buy a $50 tax stamp 
each year to display on their premisés. Ostensibly this is 
purely a revenue-raising measure, but Treasury estimates of 
the receipts seem to be based on the assumption that book- 
makers will not comply with the law on any large scale. 
The expected revenue is put at $400 million a year. It will 
also cost a lot to collect this tax: 4,000 men will be needed, 
a a cost of $34 million. Professional gambling is illegal in 
every State except Nevada, but enforcement of the laws is 


notoriously lax—as an annual betting expenditure of over 
$20 billion shows. 


The tax has already driven all bookmakers in Las Vegas, 
Nevada, out of business, but in the other States they seem to 
which worried by the tax than by the registration provisions 
‘h a 0 with it. Bookmakers are required to register with 
aun wees of Internal Revenue their real and “ trade” 
Pp tag home and business addresses, and the names of 
2 ag with the threat of a $5,000 fine and five years 
ah, of failure to comply. Many bookmakers have 

) wuced that they will close down, for by registering they 


will h 


are to admit to being violators of local and State laws 
2 i most cases, Of federal income tax laws. Local law 


e * are > s Ps 
dorcement officers will find it harder now to plead ignorance 


1113 


as an excuse for inaction. As one gambler said, “ You have 
to buy a licence to go into an illegitimate business.” Some 
observers, however, have taken the bookmakers’ notice of 
retirement with a grain of salt. They point out that operators 
of slot machines, which are illegal almost everywhere, already 
register and pay federal taxes, but suffer little local inter- 
ference, just as bootleggers in “dry” States such as 
Mississippi buy federal liquor licences. 


Income tax represents a bigger threat to the gamblers’ 
security. Until now many bookmakers have represented 
their declared earnings as coming from other legitimate 
businesses, or have listed themselves as employees of taverns, 
whose owners have even co-operated to the extent of filing 


Social Security returns for them. Much of this evasion 
would be exposed. 


_ The tax has also been attacked by many law-abiding 
citizens including Senator Kefauver, Democrat from 
Tennessee who headed the Senate Crime Investigating Com- 
mittee, who believes that it represents a partial sanctioning of 
gambling by the government. The law might even be a 
violation of the Fifth Amendment, for a Washington lawyer 
has said, “‘ When you acknowledge you’re a bookmaker, that’s 
self-incrimination, and that’s against the Constitution.” Few 
bookmakers seemed willing, however, to test the law in the 
courts, 


* * * 


Battering at the Wage Line 


The New York dock strike has succeeded in becoming 
the longest in the port’s history, but the strike which worries 
Washington even more is one which cannot take place for 
two months—that in steel. Mr Murray, the steelworkers’ 
leader, makes no attempt to conceal-his determination to 
batter a way through the wage stabilisation line, which would 
allow no more than a 4 or § cent an hour increase in steel 
wages. The contract termination notices have now been sent 
in to the 40 basic steel producers, giving the 60-day warning 
necessary under the Taft-Hartley Act if there is to be a strike 
on January Ist, 


The government, however, cannot afford a shut-down in 
steel, which would bring defence production to a halt, how- 
ever high Mr Murray's demands, or however strong a line 
the steel companies take. If a strike seems imminent, Mr 
Wilson, the defence mobiliser, certainly will demand a Taft- 
Hartley injunction (which the President would be reluctant 
to use in an election year) or the appointment of a special 
board similar to that used in the last steel strike in 1949. 


One way of making wage stabilisation more elastic is the 
extension of productivity bonuses, such as the automobile 
workers have won from the General Motors Corporation. 
They receive an annual increase of 4 cents an hour, in 
addition to adjustments, calculated quarterly, to compensate 


them for increases in the cost of living. Another cost of . 


living rise seems to be in the making ; because of increases 
in clothing prices, the consumers’ index reached a new peak 
in September. The Wage Stabilisation Board, whose chair- 
man does not believe that wages should be tied rigidly to the 
cost of living, has had the productivity plan, as well as a 
whole range of “fringe ” benefits—pensions and the like— 
under study for somie months. So have the trade unions. 


The automobile and steel industries take, however, very 
different views of productivity payments. General Motors 
has so much faith in incentives and good labour ‘relations 
that it has agreed not to use the bonuses as a basis for 
demanding higher prices. Steel spokesmen, on the other 
hand, argue that their companies are already using incentive 
plans and that coming increases in productivity are due, not 
to increased efforts on the part of the workers, but to the 
vast expansion and modernisation programme now under 
way. They believe that, in view of past increases in costs, a 
rise in steel prices is already overdue, and they will fight any 
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attempt by the government to make them absorb a wage 
increase disguised as a reward for higher productivity. And 
higher prices for steel mean, inevitably, higher prices all 
round the economy. 


* * * 


Colour Television on the Shelf 


Both the Columbia Broadcasting System and its rivals 
in the field of colour.television have accepted with remark- 
able alacrity the request of Mr Wilson, the defence mobiliser, 
that production of TV colour sets should be shelved until 
the end of the metal shortage. Even the Federal Communi- 
cations Commission, which threw the industry into an uproar 
by awarding the colour prize to CBS, may not be sorry to 
have time to weigh the new evidence and reconsider its 
decision. The industry is sceptical about Mr Wilson’s 
reasons for requesting the. standstill ; with continued pro- 
duction of black and white sets the saving in materials is 
unlikely to be great, and as long as research into colour 
television goes on (and it serves military.as well as civilian 
interests) not many engineers will be freed for defence work. 
The real argument seems to be that mass production of colour 
receivers might revive the ailing TV market and whet Ameri- 
can appetites for scarce resources, both of metals and man- 
power, 


Columbia might not have been quite so eager to comply 
if it had been able to exploit its victory before the FCC and 
later before the Supreme Court, which upheld the commis- 


" sion’s power to approve the CBS system as the best available 


at present. The sale of CBS receivers, at over $700 each, 
has been slow, and because they are “ incompatible,” that is, 
cannot receive signals in black and white without a costly 


‘adapter, advertisers-have been unenthusiastic. The only 


regular colour programmes—those of CBS from New York— 
have now been suspended, though colour television in 
theatres does not come under the ban. The standstill is 
even more welcome to the rivals of CBS, notably the Radio 
Corporation of America which has been fighting for time 
to prove that its compatible electronic system is, in the long 
run, far superior. The likelihood is that the present CBS 
system, which employs a mechanical spinning disc, may be 
shelved forever. By late 1952 or 1953, when celour TV is 
unfrozen, there are likely to be so many black and white 
sets in use that only a compatible system will be acceptable. 
By then research may have made conversion to the reception 
of colour simple and inexpensive. 


ote * 


The Postman’s Round 


The two new Bills which were signed by the President 
last week, increasing the postal rates on several classes of 
mail, and increasing the pay of postal workers, will not go 
far towards resolving the perennial crisis in the Post Office. 
Nor, probably, will they produce a rapid improvement in the 
bad delivery service which has caused many complaints: 
deliveries to residential areas were cut to one a day earlier 
in the year when Congress reduced the Post Office budget by 
$70 million as an economy measure. Delays in delivery are 
reported to be worst in the capital. 


Although postal rates have been increased by $117 million, 
together with an additional $100 million from increased 
parcel rates which were granted by the Interstate Commerce 
Commission and which went into force at the beginning of 
jast month, this will be offset by pay increases of $252 million 
for postal workers. The chronic Post Office deficit, 
running this year at more than $500 million, will not be 
staunched by these changes. The Senate proposed increases 
in rates which would have raised $400 million in revenue. 

Two of the most controversial postal questions were 
dedged in the final Bill: first-class and airmail rates were 
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left unchanged ; and second-class mail Fates, which include 
subsidy for newspapers and magazines, were increased by 
thirty per cent, to be raised by three annual stages of ten 1, 
cent each. This was half the amount recommende;| by 
Senate, and less than a third of that requested by th 
Administration. . 


Another Bill which would have reduced the Post Ofc 
deficit failed to reach a vote in the House before the ena .; 
the session. This measure, which would separate 
to airlines for carrying mail from sums paid to them j; 
government subsidies, was proposed two years ago by the 
Hoover Commission. At present both charges, totalling about 
$130 million, are lumped together and paid by the Poet 
Office, and it is not known precisely what proportion of this 
sum represents mail charges. Early this month the Ciyj) 
Aeronautics Board announced that it had separated the a 
charges but, until legislation is passed, this will simply be ; 


book-keeping change: the Post € Is still paying both bills 


198) 


€ end of 


Payments 


Shorter Notes 


Mr William Remington, a former employee of the Depart- 
ment of Commerce who was convicted of perjury in 
connection with allegations that he had been a member of the 
Communist party, has now taken his case to the Supreme 
Court. The Court of Appeals had upset his conviction, on 
the ground that the judge should have defined for the jury 
what acts constituted proof of membership in the Communis, 
party. Instead of undertaking the new trial ordered by the 
Court, the government has obtained a new indictment agains 
Mr Remington which charges him not with party member- 
ship but with perjury in denying certain specific accusations 
at his first trial. This gets round the technical difficulty of 
defining party membership, but in the view of the defending 
counsel puts Mr Remington in jeopardy twice for the same 
crime. The new trial has now been delayed, in spite of the 
government’s protests, until the Supreme Court has had an 
opportunity to clear Mr Remington of the original charges. 
He has already been fighting this case for more than three 
years. | 

* 


Both parties have been watching the Congressional elec- 
tion in Maine for an omen of success in next year’s clections 
—and both affect to have found one. Although the Repub- 
lican candidate always wins, the margin of his victory has 
tended to indicate which way the country will vote. This 
year the Republican margin was increased by ten per cent 
over last year and was only five per cent less than the record 
Margin in 1944. 

* 


Music lovers are in the almost unique position of doing 
well out of the new Tax Bill. Both the Metropolitan Opera 
and symphony orchestras: have at last won their fight for 
exemption from the 20 per cent entertainments tax. The 
Metropolitan had the greatest operating deficit in its history 
this year, but tax relief should reduce it to manageable 
propertions. 


* 


An aftermath of last summer’s price war between the bg 
New York Mg gs Stores is the filing of an anti-trust 
Suit against R. ee and Company by the firm that makes 
“ Mixmasters ” other ; as neces. The pine 
war was started when ne Court ruled that retailers 
need not observe egies “ar tem trade” Jaws, which 
prevent price cutting on branded goods. Macy’s promptly 
reduced the price of “ Mixmasters ” by nearly 50 pet ceal. 
and by so doing managed to obtain a virtual mon po'y of 
trade in these articles, according to the manufacture'. 
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THE WORLD OVERSEAS 





The Future of Pakistan 


(From Our Karachi Correspondent) 


NE of the secrets of Liaquat Ali Khan’s strength was 

that he—almost alone among the leading men of the 
country—was a Pakistani without a province. When he left 
India he severed his own provincial connection, such as it 
was, and in his new country was therefore unaffected by the 
sympathies and predilections to which his colleagues were 
prone. Now that he is gone, the danger is that the provincial 
jealousies which he managed to keep from rising to the 
surface will poison Pakistan’s political life. 


Admittedly, the change in leadership has been put through 
with incredible smoothness. There has been no unrest, and 
after the first few days of bewilderment and bereavement 
the people have pulled themselves together and carried on 
with their work as if nothing had happened. The recent 
crisis in Indo-Pakistan relations had, of course, strengthened 
the unity of the country and had produced a wave of 
patriotic fervour which has not yet lost its momentum. But 
many observers fear that that unity and that patriotism are 
going to be severely tested in the coming months. 


Much depends on personalities. Khwaja Nazimuddin was 
no doubt the best choice as successor to Liaquat, but he was 
not altogether the obvious choice. Most people had, in fact, 
expected that Sardar Abdur Rab Nishtar, the Pathan 
Governor of the Punjab, would be nominated as Prime 
Minister ; for he had distinguished himself in the administra- 
tion of that difficult province, which was politically at a 
very low ebb when he took over. Moreover, there had already 
been rumours that he would be brought back to the central 
cabinet as deputy Prime Minister, to be groomed up as 
ultimate successor to Liaquat. He and his supporters must 
be presumed to be not altogether pleased at the turn events 
have taken. The Sardar has been appointed to the compara- 
tively lowly post of Minister for Industries, but it is probable 
that he will be allotted the more important portfolio of 
Interior, Information and Broadcasting—generally known as 
the Home Ministry—when the. Prime Minister’s brother, 
Khwaja Shahabuddin, goes to Cairo as Pakistan’s Ambassador 
to Egypt. The opportunity will then be taken to bring 
another Punjabi into the Cabinet. 


Claims of the Punjab 


That this is necessary is proved by a public statement 
made by Mr Mumtaz Daultana, the able, ambitious and still 
youthful Chief Minister of the Punjab, immediately after 
s new Cabinet had been constituted. He expressed his 
dissatisfaction at the fact that East Bengalis outnumbered 
Punjabis in the Cabinet—in this he was certainly voicing 
me general opinion of Punjabis, who are inclined to regard 
emselves as the master race of Pakistan—but stated that 
. ~ received an assurance that the Punjabi element would 
: op ened. If this mollified the Punjab, it had the 
ere in East Bengal; and Mr Nural Amin, the 
: uel Minister of that Province, which is, of course, numeric- 
‘ ee than any other and has always felt somewhat 
Beagali C *y Karachi, put in a counter-claim for another 
ie eegetbinet Minister. The Province of Sind, too, in 
hen wt O Mr Khuhro, a Chief Minister with a highly 


che : : 
gered tecord, gave vent fo some grumbling about its 
“quate representation. 


At this crisis of the country’s affairs merit should have 
been the sole consideration ; it was depressing to watch 
Provincialism raising its head in a fairly ugly form, when the 
wreaths had hardly faded on the grave of the great leader 
who had so long kept it successfully in check. In itself it is 
not an unnatural weakness in the body politic and should 
not threaten the stability of Pakistan unduly, but the danger 
is that it may be harnessed to personal ambitions and ex- 
ploited by the less scrupulous and patriotic politicians for 
their own ends, 

Possibly it is wishful thinking, but many observers 
believe that the chances of the re-establishment of amicable 
relations with India are brighter now than at any time in 
the past four years. It is not that Liaquat was an obstacle 
to this or that Khwaja Nazimuddin is expected to make 
concessions to Mr Nehru in the Kashmir dispute. The shock 
of Liaquat’s assassination has, it is thought, produced a 
revulsion of feeling, and the removal of one of the protagon- 
ists may give the other the opportunity of adopting a more 
conciliatory attitude without loss of face. Pakistani propa- 
ganda on the subject of alleged harassment of Muslims in 
India has, mercifully, ceased ; while from the ‘ndian side less 
talk is now heard of the exodus of Hindus from East Bengal. 
Dr Graham’s Report has reduced the differences regarding 
the Kashmir demilitarisation programme to a comparatively 
narrow field, and there is just a chance that a fair plebiscite, 
without recourse to arbitration regarding the intermediate 
obstacles, may now be possible. 


Liaquat’s Policy Continues 


There is not likely to be any change in Pakistan’s relations 
with the Commonwealth, and with the outside world in 
general. In this department, the effect of Liaquat’s death will 
be felt perhaps less than in any other. The new Prime 
Minister has declared that his policy will be that of his pre- 
decessor, and there is no reason to doubt it. By temperament 
and training he will be personally inclined to lean on old 
friends rather than seek new alliances. Kashmir will, how- 
ever, be the touchstone of Pakistan’s foreign policy, and its 
co-operation with the Commonwealth—indeed, its very 
continuance as a member of that body—will depend on the 
degree of assistance and encouragement it gets from the 
Commonwealth countries over Kashmir. The general public 
has long been lukewarm about the Commonwealth connec- 
tion and cynical about the United Nations, but it has been 
heartened by the Conservative victory. Although ideologic- 
ally the man in the street is more inclined towards the Labour 
party and is suspicious of Churchillian “imperialism,” he 
rejoices in the conviction that Mr Churchill will be ready to 
take a firmer line with India, if it proves necessary to do so 
to bring about a fair plebiscite in Kashmir; rightly or 
wrongly Pakistanis have always believed that the La 
Ministry had a sentimental attachment to the Indian Con- 
gress and would never give wholehearted support to any 
measures designed to bring pressure on India. 

At this moment, however, the new Pakistan Government 
is faced with an awkward dilemma. The trouble in Egypt 
has aroused a great deal of popular excitement ; the British 
are being accused of “ naked aggression” and Khwaja Nazi- 
muddin has been urged in some circles to declare that 
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Pekistan is on the side of the Egyptians. This uprush of 
sentiment in favour of a fellow Islamic country cannot be 
ignored, but at the same time i is clear that the self-interest 
of Pakistan requires collaboration with the western powers. 
The new government is therefore faced with the task of 
steering a course between the demands of Islamic sentiment 
and the requirements of a realistic policy in international 
affairs. It should be helped in this by the fact, which has 
not gone unnoticed, that Islamic solidarity has never impelled 
the Egyptian Government to declare itself on Pakistan’s side 
in the Kashmir dispute, while the attitude of the British, ever 
since the last Commonwealth Prime Ministers’ Conference, 
hes appeared helpful to Pakistan’s case. The Government 
of Liaquat Ali Khan pursued, not very actively, a policy 
of closer economic and cultural relations with the Middle 
Eastern countries, but showed not the slightest enthusiasm 
for, political alliances with such countries, still less for the 
concept of “ Islamistan ”—that is to say the complete inte- 
gration of the Muslim countries of the Middle East and 
Pakistan advocated by Chaudhri Khaliquzzaman, the former 
President of the Muslim League: Khwaja Nazimuddin, 
who is a very devout Muslim, is likely to intensify the move- 
ment for closer economic and cultural relations, but is not 
likely to try any political adventures. 


Spy Trial in Sweden 


On September 12th of this year an engineer petty officer 
in the Swedish Navy. named Ernst Andersson requested, 
and obtained, five days’ leave from his duties in Stockholm 
in order to deal with an urgent family problem. But instead 
of going to Nassjé, in central Sweden, which he had given 
es his address while on leave, he devoted those five days to 
visiting Sweden’s largest maval base, Karlskrona, on the 
south coast. On September 20th, having returned to 
Stockholm, he made his way to a lemonade-kiosk under the 
Tegelbacken viaduct and took from the racks a bicycle which 
had just been left there by a certain Nikolai Orlov of the 
Soviet Embassy. Andersson rode this bicycle to the 
Southern Hospital and left it there, .after placing some 
papers in the tool-bag and concealing another piece of paper 
m the top of the pump; he then went home, by tram. 
movements found these papers to contain, written in invisible 
ink, details of the dispositions and equipment of the warships 
based at Karlskrona. The next day Andersson was arrested, 
and the most sensational case of espionage in the history 
of modern Sweden was under way. 

At Anderssen’s trial, which began on October 30th, the 
Commander-in-Chief of the Swedish Navy, Admiral Helge 
Strémback, stated that the damage done was to a consider- 
eble extent irreparable. The prosecution claimed that 
Andersson had obtained for his Soviet employers details 
of the dispositions, armament, and state of readiness of many 
Swedish warships, not only at Karlskrona but at other naval 
bases ; information about possible landing points and coastal 
Gefences on both the east and the west coast of Sweden ; 
details of the fortifications at Boden, the bastion of Sweden’s 
Gefences: against any overland invasion in the north; 
information about air force units and airfields around Lulea, 
the big base in the north of Sweden ; and detailed informa- 
tion on the armament and equipment of British warships 
which visited Karlskrona this summer. If one spy could 
achieve so much, Swedes are asking themselves, how much 
information have the Russians been able to collect altogether 
from their agents in Sweden ? 

Undoubtedly Andersson was a fortunate choice. After 


reperting copiously on the Stockholm area early in 1950, he 
i fleet 


was first posted to Karlskrona, and then sailed on 
ice-breaker up the whole cast coast. During this 
he took numerous photographs with a camera bought with 
money supplied by Victor Anissimov of the Tass agency ; 


Counter-espionage officers who had been watching his 
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some of these photographs were printed in a Swedish naval 
magazine, while the others were handed over to the 
On afrival in the north, Andersson was among 
of petty officers from the ice-breaker who were 


Russiang, 
1 Dumber 


: invited firs 
to the Lulea air base and then to the Boden forts, where they 
were shown round by the hospitable garrison. {jj; ship 
came south again in time for him to inspect the tisiting 5 


British warships ; and in spite of all these activities he foung 
time to take a course im radar, which greatly incrcaseq the 
value of his reports. 


Petty Officer Prophet 


The fact that Andersson was given all these Opportunities 
to collect information has caused much raising 0! eyebrows 
in Sweden. For it fas been shown that he had been g 
Communist for over twenty years, and that his messmates 
were so well aware of his extremist views that they nicknamed 
him “The Prophet.” According to one Swedish news. 
paper, his notoriety was such that a fellow petty officer, 
listening to the first wireless bulletin in which the case was 
mentioned, said without waiting to hear the name of the 
accused: “That must be Andersson ; I've always suspected 
him.” 

The direct contacts that this spy maintained with Soviet 
officials have also given rise to comment. It seems hardly 
in the classic pattern of Soviet espionage for a man who had 
long been an active Party propagandist (Andersson helped to 
edit and distribute among naval men a Communist paper 
called Torpedo) to become not merely an active spy, but 
one who reported personally to members of the Soviet 
Embassy staff. Andersson made his first contact with the 
Russians in- 1946, when a Swedish Communist introduced 
him to Vinogradov, a Russian secretary of legation. He and 
Vinogradov visited each others’ homes for meals and drinks, 
and soon afterwards equally close relations were established 
between Andersson and Anissimov. Not until 1949 did the 
Russians begin to assign their agent to definite tasks ; but 
from then on he reported regularly to Anissimov, sometimes 
by such devices as the cycle and sometimes by actual 
meetings. In 1951 Orlov replaced Anissimov, who had left 
Sweden ; Orlov himself has now returned to Russia. 

At the trial Andersson admitted the prosecution’s charges, 
and detlared that he had been fully aware of the possible 
consequences of his actions, but had believed that he was 
doing the right thing for the world. - He admitted receiving 
the relatively modest sum.of 4,530 kroner from the Russians, 
but said he had probably spent more than that during his 
activities. He alm and completely unshaken m 
his political beliefs ; but he has, of course, been disowned 
and denounced as a provocateur by the Swedish Communists. 

The agitation that the trial has aroused in Sweden is 
not entirely due to the scale of the damage already dont, 
or even to the revelation of the ease with which Sovitt 
espionage can operate in the country. ©The case has alse t@ 
be seen against the background of the diplomatic offensive 
recently launched against Scandinavia by the Soviet bloc. 
Simultaneously with Mr Vyshinsky’s peremptory Note. 
addressed to Norway, the Swedes have in the past few 
weeks received three bellicose Notes from Poland, 
which allege the existence of an “ anti-Polish atmosphere | 
in Sweden ; and they fear that they may be subjected @ 
comceeiae pressure from Poland in the matter o! the ee 

ul which urgentlyneed if. are to get through the _ 
coming vate seine Sire nba ear the i 3 
case has given them convincing proof thar the mt” 
punctilious neutrality does mot insure a country 4ainst the 
close attention of the Soviet intelligence services. Swede” 
has always taken care that its neutrality should be 20 armed” 
one ;‘but the question is now being asked whethe: the come” 

ensive information which the Russians sec to hat” 
obtained about the country’s defences and possib'< invasia 
routes does not destroy the military basis of that neutrality. « 
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M acnesium 








DY Seingthee ostage lightest of the common metals and 
silvery-white in colour, is the element usually 
associated with photographers’ “flash powder ”’, and 
incendiary bombs. It is produced by the electrolysis of 
magnesium chloride — a compound made either from 
sea-water, magnesium-containing brine or mineral 
deposits of magnesia — and by the thermal reduction of 
dolomite, a mineral which occurs abundantly in most 
industrial countries. By far the most important use of 
magnesium is in the manufacture of castings and 
wrought alloys for the aircraft and motor industries. It 
is also used to increase the strength of certain aluminium 
alloys. Compounds of the element, such as magnesium 
sulphate (Epsom salts) and magnesium oxide (magnesia), 
are well-known in medicine. Others are used in the 
production of rapid-hardening cements, in the rubber 
industry, in sugar refining and in paper-making. French 
chalk, meerschaum, asbestos and steatite are all 
compounds of magnesium. 
In addition to making electrical insulators of steatite, 
1.C.I. uses magnesium in the 
manufacture of the aluminium alloys 
that’ are used so extensively in the 
construction of aircraft and in 
building and engineering. 
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Japan—Dazed and Strained 


[BY A CORRESPONDENT RECENTLY IN JAPAN] 


yaran’s economy Was smashed and truncated by the war. 
it has subsequently been revived, in a partial and feverish 
manner, but it woud be quite wrong to assume that the 
Japanese can yet see anything but a very difficult path in 
front of them. During the war 40 per cent of the urban area 
was razed by bombs or fire, and about 25 per cent of the 
ational wealth, and 30 per cent of the industrial capacity 
were destroyed. Japan was shorn of the overseas empire to 
which its entire development had been shaped. Five million 
Japanese were repatriated—about 7 per cent of the country’s 
population—and became a sudden addition to the natural 
rate of increase (now about 1,400,000 a year), which has 
brought the total number up to 83 million, or 20 per cent 
more than prewar. It is seldom realised how great a part 
of Japan’s present equipment, and of the Japanese them- 
selves, are entirely postwar phenomena. 


The war damage was, of course, uneven. About 80 per 
cent of shipping was destroyed, 50 per cent of chemical 
fertiliser capacity, 30 per cent of thermal power, 25 per 
cent of cement, 22 per cent of electrolytic copper. Two- 
thirds of the prewar cotton mill capacity of 12 million 
spindles was first scrapped by the Japanese ; then bombing 
caused a further loss of some 20 per cent in spinning equip- 
ment and 14 per cent in weaving. Such, in brief, was the 
industrial effect of the war. 


The postwar rehabilitation and replacement have been 
no less uneven and uncertain. There were three periods. 
From 1946 to 1948 there was extreme political and indus- 
trial uncertainty, with purges followed by de-purges, trust- 
busting followed by the revival of trusts, and a fluctuating 
debate about reparations and peace terms. In 1949 and 
1950, serious shifts in world markets and world politics 
ere accompanied by the “Dodge Line” of deflationary 
stabilisation inside Japan. Finally, since June, 1950, the 
Korean War has had still more powerful, but divergent and 
distorting, effects on the Japanese economy. 


Korean War Boom. 


Some sense of direction has, however, returned. A con- 
sensus of agreement was reached on the “ programme ” for 
japan’s economic self-support by the end of 1952; there 
was not much of a programme about this, but it did repre- 
sent close calculations of what would be required to balance 
Japan’s international accounts by 1953. Hence it provides 
some positive estimate of the present direction and aims of 
the Japanese economy. Against this new yardstick of “ self- 
support” by 1953, the recent progress looks very striking. 
Present capacity is much above prewar ; indeed, it is ahead 
of schedule as regards the self-support programme. 


But the appearance of self-sufficiency or solvency is due 
© a war boom of the crudest kind. The total figures conceal 
‘anges and movements which deeply affect future prospects. 
Through the first half of 1950 under the stabilisation pro- 
gramme prices were declining, inventories were increasing, 
ind industrial plans were cautious. The Korean war brought 
@ sharp increase in industrial production, caused sharp and 


fie: Price rises, and halted the rise in the standard of 


Pe UN forces’ “ direct procurement” in Japan was 
pe impetus behind this, though general conditions 
site curing exports and checking imports. In the first 
Months of the Korean war, direct procurement by the 
eran, military command made up one-third of Japan’s 
thirds ~d it was valued at $250 million, of which two- 
25 per 's in goods and one-third in services. ~ Of the goods 
‘ent was machinery, 2§ per cent metal and metal pro- 
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ducts, 20 per cent textiles, 12 per cent timber and paper, § 
per cent chemicals. The returns show at a glance how uneven 
were the effects of the Korean war: 


INDUSTRIAL Propuction INDEX 


(1932-36 = 100) 

June, Dec. March 

1950 1950 1951 
AM toesteled oo: ooh st ES 94 117 127 
onc, TE POD PO ee oat 112 120 129 
PI a ceca cake wks occa toe 131 158 164 
NIN ns bok by woke oe kaavun 104 150 178 
RIE Soc Sead Sones cous oo 106 148 146 
RR a ree ae ek Pe ci 95 148 161 
WO Sk 5G 6 ce See eis bax oe ee 40 49 51 
ROE ks oe ye She oe ks 123 151 165 
Food, drink and tobacco......... 81 75 Tl 
OMI owl's sd can# sucd's WANE ROA S 81 96 97 


If the balance of payments was transformed, this was also 
largely due to procurement. Exports in the first half of 
1950 were $323 million, imports $485 million, deficit $95 
million ; in the second half-year the figures were exports 
$498 million, imports $474 million, surplus $24 million (ex- 
cluding procurement). If procurement is added, the. export 
figure for the second half of 1950 is nearly doubled. But the 
situation deteriorated, from the Japanese point of view, in 
1951 ; imports in the first half of the year were $512 million, 
against exports of only $287 million (procurement excluded). 
Dollar reserves, built up to almost $520 million at the end of 
1990, fell below $450 million by March, 1951. The reasons 
for this are mainly the sharp rise in the cost of raw materials 
and freight, factors to which Japan is especially vulnerable. 


Internally, the economy is “ price-vulnerable,” and con- 
tains serious inequalities and instabilities. Over the first 
year of the Korean war, the prices of items most in demand 
for export or for procurement rose much more than those 
of items mainly using indigenous raw materials and intended 
for the home market. In the former group, for example, the 
price of metals rose by nearly 200 per cent, of machinery 
by 125 per cent, of textiles by 50 per cent, and of fuel by 50 
per cent. But in the latter group chemicals rose by only 6 per 
cent, food by a mere 2 per cent. Capital goods in general 
show a 90 per cent rise, consumer goods only 46 per cent. 
The internal terms of trade are especially adverse to agri- 
culture, where receipts are more stable than costs ; 60 per 
cent of family expenditure still goes on food. The structure 
of price controls, though still elaborate, has lost a great deal 
of its effectiveness over the last two years. The resultant 
inflationary pressure is now reinforced by the effects of the 
“usance” system, under which advances and long term 
credits were given by the State, last autumn and winter, to 
finance essential imports. 


Consumption levels and real wages in Japan have remained 
broadly unchanged, on the average ; but they may soon lag 
seriously behind prices. In this matter also, one must look 
behind the averages to see the significant and dangerous in- 
equalities. For instance, not only are wages much higher in 
the larger Japanese firms than in the small ones, but the 
difference between them has recently been increasing. 

Waces {average for all factories=100) 


; 





1950 1951 

Factories with : Aare 
2ad qtr. | Srdqtr. | 4th qtr. | Ist qtr. 
Over 1,000 emiployees.. | 11145 | 6 | 122 129 
500—999 ee ae ee 109 | #112 118 
200—499 Loe ee”) Fee 97 
100—199 eee te es ee 86 
50-— 99 gan 46 Be ee a BIE > 79 
30— 49 ” * 


HS OS ce es ek Pee Fe 


All these index numbers give a grossly inflated idea of 
Japan’s progress and solidity. The prewar base with which 
they draw comparisons is usually “the 1930-34 annual 
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average.” This base period was originally taken as the 
“normal” pre-militarist scale to which Japan’s economy 
might be readjusted in the peace settlement. But ‘as an 
absolute measure of the present revival, it is as misleading as 
returns of European recovery would be if the base year taken 
were not 1938, but the depression period 1931-34. It looks 
very fine to see, for instance, that present industrial output 
is about 130 per cent of prewar, i.e., of the 1930-34 average. 
But further enquiry shows that the comparable figure for 
1939, on the same base, was 163; and the wartime peak 
performance (1944) was as high as 215. . This gives quite a 
different perspective. Similarly, while due praise should be 
given to the feat of balancing trade (in the second half of 
1950) at over $800 million, the fact is that in terms of volume 
this represented only 40 per cent of the 1934-36 average 
exports. And now there are five mouths to feed where there 
were four before the war ; ten hands to employ where there 
were eight. 

Japan depends heavily on the Asian markets which took 60 
per cent of Japanese trade in prewar times. Shipping and raw 
material costs may remain high, or even rise. The prospects 
or consequences of a resumption of Japanese trade with China, 
in particular, are uncertain. The recent restrictions made it 
necessary to seek more distant, expensive and uncertain 
sources of supply for iron, coal and salt ; and they cut off one 
of Japan’s-most important and most natural markets. People 
in the Far East watch with some amazement the complacent 
propaganda in the West which depicts a restored and firmly 
refounded Japan, emerging from a wise and efficient occupa- 
tion. The true picture is of the Japanese nation facing a 
grim struggle for existence, on the basis of somewhat artificial 
and distorted economic conditions, and of the Japanese 
people dazed and strained, after all their chequered 
experiences in the last ten years. 


Israel and Middle East 


Defence 


ISRAEL’S attitude to the proposed Middle East Command 
has undergone a volte-face. When the Four Powers 
originally communicated their proposition, which they did 
“for information only,” first reactions were mistrustful and 
unfavourable. Umbrage was taken at the invitation to Egypt 
to become a founder member. The gesture was condemned 
as surpassing the legitimate bounds of opportunism, since 
Egypt had only a month previously been arraigned in the 
Security Council for its behaviour over traffic through the 
Canal, and had been voted guilty by a majority which 
included all four sponsors of the invitation. 


But such criticisms were not the fundamental cause of mis- 
giving ; they cloaked a very real fear that expediency would 
lead to undue appeasement-of the Egyptians. The Israelis 
felt that Egypt might be subtle enough to temporise with 
the West, and might consent to parley with it at a price. 
The price that they feared was cessation of American 
economic aid to Israel. But the Egyptian Government, which 
is a prisoner of its own slogans and of its deteriorating home 
political situation, did nothing so astute. It turned the pro- 
position down out of hand. Israel’s Government is therefore 
prepated to see the project in a different light. 


The Knesset (Parliament) debated it this week, and ended 
by giving it tacit approval through the medium of a vote of 
confidence in the Ben Gurion government by 60 votes to 36, 
with 24 abstentions. Many Israelis abandon with reluctance 
the pose of neutrality (which they cali “ non-identification ”), 
upon which, since the birth of their nation, they have set so 
much store. In fact that pose has for two been a fiction 
on account of the country’s total de on gifts and 
loans from the United States, During the debate, Mr Sharett, 
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Israel’s foreign secretary, explicitly cut adrift from the 
neutralist policy: 


Israel’s vital interests, however, demand that abo, 


a ™ e al] her 
relations be close with those countries whose Jewish com. 
munities are free to further the fulfilment of her histori: 
mission and whose governments render practic! 1Ssistance 


to enable her to stand up to the trials of today ar 
which lie in wait for tomorrow. 


He had previously stated that, though the Western Powers 
had not invited Israel to join the proposed command, their 
communication had put the “ official seal ” on Israc!’s incly. 
sion in the region, and that Israel would do its utmost to 
strengthen itself economically and militarily in orde: to cop. 
tribute its share to the defence of the Middle E)::. 


u to those 


Early Participation Unlikely 


His declaration met with considerable opposition. It was 
of course violently attacked by the left-wing Socialists of 
Mapam, and by the Communists. But their warnings that 
the new policy would, in the event of war, cleave Israel ip 
two produced from Mr Ben Gurion the retort that, in wartime 
support of the nation’s enemies is treason. 


The vote of confidence which followed the debate was 
the first full test of the new government’s position, and must 
not be taken simply as a measure of the nation’s attitude to 
the West. The opposition figure included, as well as Mapam 
and the Communists, the General Zionists and the Heruth 
party who are, after all, the — protagonists of a link 
with the Western Powers. motion of non-confidence in 
the government succeeded in mustering only 16 Mapam and 
Communist votes. 


For more than one reason, therefore, public abandonment 
of neutrality does not presage an in jate request to par- 
ticipate in the command. Firstly, to incense Russia is not 
the object of the exercise, and many Israelis fear that over- 
bold ‘identification with the West would unnecessarily 
jeopardise the chances of rescuing the Jews remaining in 
Eastern Europe, notably in Hungary ahd Rumania. Secondly, 
public opinion at home has to be nursed along, Lastly, the 
Israel Government is well aware of the obstacles to a regional 
command that are created by its bad relations with the Arab 
states. It rates regional harmony as more important than its 
own admission to the new command. It is therefore wel 
content to be non-committal, | 


Miners Behind the Curtain 


In BoTH Hungary and Czechoslovakia the Communist 
authorities have been having one of their periodic bursts 0 
anxiety over the situation in the mines. They find themselves 
caught between the Soviet demands for still greater produc- 
tion for their heavy industries which cannot work without 
coal—and the unwillingness of the miners to work themselves 
to the bone for very little reward. In Hungary it is claimed 
that the coal production plan for the first half of the yeat 
was fulfilled by 96.6 per cent, but for the third quartet — 
by only 90.2 per cent. A special meeting of miners’ reprc- 
sentatives prominent. mist leaders recently met 
at Tatabanya to discuss measures to improve productidt, 
Mr Rakosi, who deemed it necessary to attend in perso®, 
pointed out that the conference was at least agreed that the 
target for coal was realistic and capable of fulfilment—i 
everybody worked hard enough. The coal production aimed 
at for this year is 16 million tons, as compared with 13 million 
tons in 1950. (It is not clear whether the figure 

27.5 million tons f 1954 is regarded as equally practical.) 
Mr Rakosi directed most of his oratory against the allegedly 
small number of “ the undisciplined workers and incorrigible 
loafers” who are di j \ducti The miners’ wage 
system is to be improved and steps are to be taken to increase 
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Trucks already working full schedules are taking on 
additional responsibilities; they are handling 
an ever-increasing number of cargoes. Here is working proof 
that they are able to meet transport requirements so vital 
to national physical and economic security: 

International Trucks will continue to carry bigger loads, 
make longer runs because they are built with the extra 
margins of power and capacity to do so. 


However, truck operators have a responsibility, too, 
They can help keep Internationals on the job by 
following a regular service program, and replacing worn 
parts as needed with genuine International Parts. 

This is the only way to put original engineering and new 
performance back into every International Truck, to 
maintain it at peak operating efficiency. 
International Harvester Export Company, 
180 N. Michigan Ave., Chicago 1, U.S.A. 


Better Living through Better Roads 





McCormick Iaternational 


INTERNATIONAL HARVESTER ©". 


International Industrial 


BUILDER OF ESSENTIAL EQUIPMENT FOR ESSENTIAL WORK Power * International 


Harvester Refrigeration 
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We've solved some problems in our fime! 


IN 1946 an oil company came to us with a problem. In 
measuring oil and gas pressures, they told us, recording 
instruments were lowered inte the wells. The change in 
temperature during descent was resulting in false pres- 
sure readings. Could we supply a battery that would pre- 
heat the recording mechanism toa temperature of 160°F, 
and maintain it at that heat till it reached the well bot- 
tom? There_was just one little difficulty—how to get a 
battery of 6 volts and one ampere hour capacity inside 


; ‘ 4 . 
a diameter of 14 inches anda length not/exceeding 3 feet. 


@ We designed and produced that battery—a con- 
trivance of three cylindrical cells wired end to end 
within a framework of steel rods. It fitted exactly into 
its allotted place amongst the delicate recording instru- 
ments housed inside the 4 inch diameter steel cylinder. 


And it did the job. 


@ Huridreds of thousands of Chloride, Exide and 








Exide-Ironclad batteries giving good service today in 
every branch of industry, transport and communications 
owe their origin to just such a demand; ‘Here is a job— 
make us a battery for it’. We have been solving that 


sort of problem for over 50 years. 


@ Our battery research and development organisa 
tion is the largest and best equipped in this country— 
if not in the world, It is at industry’s service always— 


ready at any time to tackle another problem. 
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BATTERIES LIMITED 


Makers of Exide Batteries 


EXIDE WORKS~ CLIFTON JUNCTION : NR. MANCHESTER 
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their supplies of meat and fats, but Mr Rakosi seemed to 
pin his greatest hopes to improved work by the party in the 
mines and to the creation of an “ atmosphere of enlightenment 
and discipline.” 

In Czechoslovakia, the men in power seem to be even 
more disturbed. They have beem concentrating their atten- 
“on on the Ostrava-Karvinna coal basin, where 85 per cent 
of Czechosiovakia’s hard coal is produced. Here the 
‘mmediate cause Of the trouble seems to be absentecism, 
manpower shortages and the exceptionally high turnover of 
\ubour. About 5,000 regular workers have left the coalfield 
since 1947 ; and over 30,000 voluntary workers have stayed 
on the job for an average period of only four months, Other 
causes of the low production are said to be out-of-date norms 
and failure to mechanise and modernise the mines. The 
Central Committee of the party has been horrified by the 
“shameful state of affairs” revealed at Ostrava, and has 
decided to apply a number of remedies, which include a new 
system of wages and bonuses, 

It is significant that the Committee’s diatribes are directed 
not so much against the workers themselves as against the 
“extremely grave shortcomings and mistakes ” of the indus- 
trial authorities and, above all, of the Communist party 
organisations. These latter appear to have failed dismally in 
their task of keeping the miners up to the mark. They have 
not educated them “ in an uncompromising Bolshevik attitude 
towards symptoms of negligence and bad working morale.” 
There have even been examples of party members themselves 
setting a bad example to their fellow workers, while at the 
other end of the scale groups of saboteurs have become 
“rampant.” It would be a mistake to read too much into 
all this ; but there is no doubt that the Communist authorities 
are seriously concerned. The success of the five-year plan 
depends, by their own admission, onthe Ostrava coalfield 


fulfilling its targets, 


The Drama of Gomulka 


Last week the Polish Sejm, on the request of the attorney- 
general, decided to waive the parliamentary immunity of the 
former General Secretary of the Polish Workers’ Party 
(Communist) and vice-premier, Wladyslaw Gomulka, as well 
as of General M. Spychalski, former member of the Polit- 
oureau and vice-minister for war. Both are to face trial on 
the charge of activities prejudicial to the Polish state. The 
waiver of immunity may be a mere formality after the event ; 
lor it was known that General Spychalski, when he testified 
in the recent trial of the generals, had been brought from 
jail to the witness-box. Yet the official admission that the 
veteran party man, Gomulka, is finally to be put into the 
dock marks the much delayed epilogue of a drama which 
started as far back as 1948. 


1123 
Europe was then definitely splitting into two opposite 
camps, and the Russians were taught a lesson by their 
experience with Tito. They decided to purge and close the 
ranks of the Communist parties in their sphere of influence, 
to eliminate the potential “ Titos” or “ Titoists,” and- to 
drop the appeal to nationalism which had been encouraged 
up to then in countries within the Soviet orbit. The Com- 
mumnist leaders who could be “dangerous” were purged. 
They were chosen as scapegoats responsible for the 
nationalist deviation, though their line of talk had hitherto 
enjoyed Moscow’s approval. The security and police 
machinery which until then had been used against opponents 
of the new regimes was suddenly switched against its sup- 
porters. Budapest and Tirana, Bucharest and Sofia learnt 
that Moscow trials were articles for export. 


Downfall by Instalments 


Warsaw alone seemed immune. Not that Gomulka—who 
once used to be called Poland’s “ Little Stalin,” and led the 
party, and therefore the country up to 1948—remained at 
the helm. The new line prevailed. The Poles, like the 
Hungarians or Czechs, stopped talking about their own way 
to socialism. Gomulka was in disgrace, but his downfall pro- 
ceeded by instalments. At first he was only dismissed from 
the post of General Secretary ; then he ceased to be vice- 
premier and minister ; at the party congress in December, 
1948, he was elected to the Central Committee of the party ; 
nearly a year passed before he was dismissed from that posi- 
tion as well. Yet, formally, he has remained..to this day a 
party member and vice-chairman of the State Control Com- 
mission. 

Foreign observers began to wonder whether in Poland the 
drama might not end without the customary climax. Once 
thrown off the political stage, the “ culprit ” may well be 
forgotten and his inactivity regarded as the main punish- 
ment. The present rulers—his former collaborators and 
subordinates—it was argued, would try to shield him, partly 
to avoid trials and partly because they, too, had shared his 
“sins” at a time they were still virtues by Moscow’s 
standards. Some of them are still in the Politbureau. 


As it turns out the pattern was not to be broken. Molotov, 
during his recent visit in Warsaw, hinted that the Poles 
should exercise vigilance. And on the morrow of his depar- 
ture there began the trials of the Polish generals accused of 
collaborating with British agents. Spychalski was implicated 
directly, and Gomulka indirectly, in the accusation. The 
question remained whether the trial was an act by itself or 
merely a curtain-raiser. The Polish Parliament has just given 
its answer. Moscow trials are contagious and a vaccine has 
not yet been found against the epidemic. Though the drama 
teally took place three years ago, the final act could only be 
delayed. Molotov reminded the reluctant Poles that it must 
run its course to the bitter end. 
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Towards Monetary Orthodoxy 


y= wisely, the new Chancellor has lost no time in 


enlisting, for his attack upon inflation, the almost 


forgotten techniques of orthodox monetary policy. He 
has raised Bank rate—a rate kept unchanged and wholly 
ineffective for so long that it had come to be regarded by 
some people as a kind of museum exhibit from an 
obsolete system. Less wisely, as some may think, he has 
raised it by the very least amount that tradition allowed, 


by 


4 per cent to 24 per cent, whereas in the hey-day of 


Bank rate the convention was that it ought to rise by 
steps of not less than 1 per cent and fall by steps of not 


more than 4 per cent. 


To those who look back to the 


classical tradition rather than to the experience of the past 
twenty years, the movement may appear restrained, and 
even timid. Though the signal will be well understood 


by 


those at home and abroad whose ears are expertly 


trained, it will be scarcely heard at all by the domestic 
public at home. The authorities have therefore wholly 
rejected the argument that a drastic increase in Bank rate 
could, by its psychological gesture, have been made the 
means of demonstrating the determination that was to 
inspire the Government’s economic policies as a whole. 
Instead, they have preferred a sober policy, what Mr 
Butler calls a “ clear change of emphasis,” that will exert 


its 
of 


effect mainly by.its repercussion upon the psychology 
bankers through whom it has to be transmitted to the 


national economy. 


It is the more important, then, that the aims and im- 


plications of the new monetary policy should be quickly 


an 
ab 


d clearly comprehended throughout the banking world 
d that they should then be brought home to the general 


public as quickly as possible. The need for urgency here 


Sp 


rings from the fact that, for the next few critical 


months, almost the whole of the Governmient’s effort to 
resist inflation will depend upon these monetary 
measures. The immediate cuts in imports, as Mr Butler 
pointed out, will perforce increase the domestic inflation, 
because this reduction in goods available at home will not 
be automatically accompanied by any reduction in public 
spending power. The important counter-measures that 
may be hoped for through the budget, and the promised 
“‘ review ” of industrial investment, cannot even begin to 


relieve the pressure until the spring—if then. 


Th. 


responsibility that rests upon the monetary authorities and 
the commercial banks, now that their aid has at last been 


enlisted in this way, is correspondingly increased. 


The skill and judgment with which the new measures 


‘have been devised give promise, however, that there will 


be 


a good response. The increase in Bank rate as such, 


though the most recognisable change for people outside 
the mner ring of the banking system, is in fact of less 
direct significance than other measures that may appear 


to 
is 


be merely supplementary. The full range of measures 


as follows: 


1. The increase in Bank rate from 2 to 2} per cent } 
but this new Bank rate, contrary to all former practice, 





is to apply only to seven-day loans against approved 
commercial bills and bonds. For seven-day Joans 
against Treasury bills (which under <he old system cog 
3 per cent above Bank rate—for all types of approved 
collateral) the Bank will charge the market 2 per cent 
—and this “is the rate that is im practice likely to be 
most used. 


2. The abandonment of the 4 per cent market rate 
for Treasury bills, a rate kept rigidly pegged at this 
level ever since 1945 by means of the readiness of the 
Bank’s agent, the “ special buyer,” to buy bills from 
the market at that rate to whatever extent was neces- 
sary to meet the market’s need for cash. 


3. The replacement of this rigid system by fluc- 
tuating market rates ; the fulcrum of the fluctuations 
will depend upon the actual tactics ef the “ special 
buyer,” but it is apparently intended to follow a policy 
that, for the time being, will cause the market's tender 
rate for Treasury bills to fluctuate around about ; per 
cent—a very modest increase. 


4. The restoration of the classic principle that, at 
anything less than Bank rate, the Bank will give relief 
only on its own initiative. The “ special buyer ” will 
not necessarily meet the whole of the market’s require- 
ments when it is short of cash, but may from time to 
time drive it to obtain the balance officially from the 
bank, when it will pay 24 or 2 per cent according to 
the type of security tendered. 


5. The offer next Tuesday of three 1j per cent 
funding loans to an aggregate amount of {1,000 
million, in the form of serial funding stocks with 
maturity dates of November 14 in the years 1952, 1953 
and 19§4 respectively. The issue price for the one- and 
two-year stocks is 1004 and for the three-year it is pat. 
Subscriptions will be received only in the form of 
British Treasury bills with an average remaining life of 
not more than 60 days, and for sums of not less than 
£5,000. The offer is equally available to holders of 
“tap” bills. 

6. The bringing of the rates charged by the Public 
Works Loan Board: to local authorities roughly into 
line*with gilt edged yields ; the rate for the longest 
loans is raised from 3 to 33 per cent. 


This is a well-balanced and closely integrated pro 
gramme of change, and one of its principal merits is that 
it carefully avoids giving the impression that these moves 
towards tighter money are necessarily final. To indicate 
its wider implications, it is first mecessary to trace 1 
technical effects, so far as they are yet predictable. 

The first point that will strike. the market is that 
although the Bank rate has -been raised, the rate that 
will in practice pay if and when it borrows at the Bank 
will be less than it would have been had it been drives 
“into the Bank ” on the old terms (because the conve 
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on was that loans from the Bank, as distinct from re- 
scouslt were charged at 4 per cent above Bank rate). 
secondly, although Bank rate has not, in-this technical 
ense, really been raised at all, the Treasury bill tender 
en and the associated market rate are left a long way 
tala it, If the tender rate in fact settles at around 
; per cent, and the banks’ buying rate stays at the 7 per 
ent at which it has been initially fixed, the increase will 
be smaller than anyone expected it would be if any 
change were to be made at all. The shock to the dis- 
count houses, through the depreciation of the capital 
value of their bill portfolios, will therefore be relatively 
small; moreover its effect will be much cushioned by 
the right to exchange bills, on the old basis of rates, for 
the new funding bonds. But although the rate changes 
are small, the change in the technique of the “ special 
buyer” is more radical than the banking system had 
envisaged. It would never in fact have been practicable 
to drop the practice of “ special.” buying and selling 
altogether, for that would have meant that whenever a 
temporary dislocation caused a deficiency in the market's 
supply of funds (and such dislocations are very frequent), 
the whole of the deficit -would have had to be filled by 
borrowings at Bank rate ; all rates would then have been 
adjusted to that level, and Bank rate would thus have 
been unable to perform its function of being a “ penal ” 
rate. But many of those who realised this argued that 
the only alternative was. to retain the practice of the past 
decade ; and that would have meant that, although the 
level of rates might be raised, the authorities would still 
have been a perpetual source of cash supply to the market 
(and, through it, to the banking system) on terms that 
could never involve it in loss. By deciding that the 
special buyer may operate at varying rates and do so only 
on his own initiative and for amounts that may be less 
than the market needs, the authorities have shown real 
courage and independence. They have gone just as far 
as was practicable to demolish the pernicious automaticity 
of costless cash supply—a system that, for a decade and 


more, has been depriving them of all real control over 
the volume of money. 


* 


In principle, these technical changes are of funda- 
mental importance. But they will net, of themselves 
alone, quickly or directly reduce the temperature of infla- 
tion. That can be reduced by monetary means only if 
they provoke a reduction in public spending ; dad the 
oaly point at which this may be directly caused by these 
changes in money market rates is by the restraint put 
upon borrowers by the discount of commercial bills (fine 
three months bank bills will now be discounted at 14 per 
cent, compared with 1 per cent, since last July and 11/16 
per cent before that). Borrowers through other banking 
channels will be directly restrained only to the extent 
that the new measures provoke an increase in bank 


charges for loans and overdrafts. It has been suggested 
that such an increase is likely ; but, since the change in 
market rates is so small, itis probable that the only effect 
. be to strengthen the hands of the banks slightly in 
> effort they were already’ making in that direction. 
“tanly, there is no likelihood, asthe outcome of this 
Wweek’s measures, of anysuch further increase in over- 
rates as would provide: any: salutary deterrent to 
Towing. 
ree oe nately have-been-raised by only } per cent, to 


Bank allowances on deposit~ accounts,- it- 
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The efficacy of the measures so far taken will very 
largely depend, therefore, upon the extent to which they 
mduce a new spirit of restraint and caution among 
lenders themselves—a restraint greater than that induced 
in the past by the method of official exhortation combined 
with control of capital issues and its associated directives 
(devices that are, of course, still to be used). The new 
measures will not of themselves directly and necessarily 
ensure this additional restraint. Although the cost of an 
additional supply of cash from the central bank has been 
raised, the procuring of such cash will not throw any 
burden on to the commercial banks ; om the contrary, 
the banks are likely to secure a larger increase in their 
current earnings from their holdings of government debt 
than the additional cost of their deposits, though they 
may yet face further paper losses on their investment 
portfolios. If borrowers are still prepared to pay higher 
rates so that bank lendings continue to rise, the additional 
cash needed to support this credit creation will still be 
obtainable—by the customary means of calling in loans 
from the discount market or allowing Treasury. bills to 
run off, thereby leading either the market or the Treasury 
to. draw cash from the Bank of England. This method of 
providing for new lendings can be readily followed 
because the banking system has at present a more than 
ample supply of floating assets in these two forms—Trea- 
sury bills, or call loans secured by bills. Since the ratio 
of these items to deposits is so high—it stands at nearly 
31 per cent, with an additional 8 per cent in cash—the 
banking sytem is not within sight of the point at which 
it would feel obliged to finance new advances by selling 
investments, which was the traditional practice when the 
orthodox system of control fully operated. Not until this 
point comes much nearer will the commercial banks feel 
that it might be really painful to make new advances— 


because they might then have to sell gilt-edged securities 
at a loss. 


This aspect of the problem. of excessive technical 
liquidity of the banking system lends special significance 
to the very sensible device of trying to reduce the supply 
of the most liquid securities by converting them into’short 
bonds—though it.seems probable that this plan was 
inspired mainly with. the technical and more. limited 
ebject of reducing the volume of tender Treasury bills 
(now £3,270 million) to a level that would be more. 
readily manageable in the money market in the new con- 
ditions. It is too soon to speculate upon the chances of 
a big funding of the Treasury bills held by the banks, 
but any bank applications will bring the banking position 
rather nearer to the point at which official discipline of 
the whole credit position could be exercised directly 
without the violent and dramatic moves that would be 
necessary if the attempt were made forthwith. 


* 


Because this point of sensitivity has not been reached, 
the effectiveness of the new measures will turn upon the 
extent to which they indirectly induce restraint among 
bankers. The nature of these new measures—notably, 
the decision to make market rates flexible—carries 
some suggestion that the authorities are prepared to 
go further if necessary. It is greatly to be hoped that 
this is indeed their attitude. In any case, the banks would 
be wise to assume that this is so. If they do, they are 
ikely to-show a progressively increasing sense of caution, 
witheut: waiting for it to.be imposed upon them. In that 
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event, prospective borrowers will find that the scrutiny of 
credit-worthiness, of business prospects, of efficiency and 
of the scale of trading and indebtedness in relation to 
their own capital resources will be markedly more 
rigorous—notably, of course, for the weaker concerns and 
for those in marginal lines of business. If credit supplies 
are tightened in this fashion, a secondary process of 
restraint will quickly develop, because business men, 
knowing the attitude of the banks, will begin to 
re-examine the credit status of their own trade customers 
and the prospects of their markets. Moreover, the pres- 
sure from disappointed borrowers will then have direct 
repercussions, as distinct from psychological ones, upon 


Taxation of Profits—Ill 





Profits Tax 


AST week’s article in this series examined some of 

the anomalies that the Profits Tax has created. It 

did not, alas, exhaust the list, and before the discussion 

turns to the future of taxation of profits—on which the 

Chancellor has promised a temporary excess profits tax— 
some points remain to be cleared up. 

One consequence of the piece-meal development 
of the tax and of the great increase in the rate charged on 
distributions is to be found in the uncovenanted advan- 
tages that are conferred on certain classes of taxpayers 
where dividends are paid by a United Kingdom company 
to a foreign company resident abroad that controls the 
British company. The 1947 Act provided that such dis- 
tributions. to a foreign corporation should be left out 
of account in ascertaining the total distributions on which 
the higher rate of tax is payable. No such relief is given 
in respect of dividends paid to foreign individuals as dis- 
tinct from corporations ; the special privileges accorded 
to foreign corporations presumably marked a desire to 
encourage investment by such corporations in United 
Kingdom enterprises. This.is not the place to argue for 
or against special treatment for certain classes of profits 
arising in this country, but it is proper to point out that 
such treatment is in strong contrast to the refusal of the 
Revenue to allow British companies operating abroad to 
claim such relief as would enable them to operate on a 
basis of equality with their foreign competitors. 


The table opposite contrasts the position of two 
United Kingdom companies, one controlled here and the 
other entirely controlled by a foreign corporation ; in 
each case the assumption is made that half the gross 
profits of £100,000 are distributed as dividend. It will 
be seen that whereas the advantage was of the modest 
order of £2,062 in 1947 it now amounts to £10,500. 

Until 1947, Profits Tax was charged only upon 
trading profits. The Finance Act of that year brought in 
investment income, and thus widened the Profits Tax 
from an additional tax on all profits into an additional tax 
on corporate incomes. The change cannot be defended 
on any ground of principle ; investment income has no 
greater taxable capacity when it is received by a compan 
than when it accrues to an individual. Where s 
income is received from a source that itself is liable 
to — Tax (for ner} a aig —_ a United 
King company) relief is given by uding the 
amount of the “ franked investment income ” ioe the 
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the gilt-edged market and upon the yield structure , 1 
whole. A minor action from the centre, multiplied Many 


times as its repercussions spread through -h¢ whole 


economy, could provoke a quite salutary reduction jp the 
whole scale of private expenditure. The authorities haye 
thrown a stone into the central pool of -he money marker. 
it is up to the commercial banks to see that the influenc. 
does not stop there, but quickly spreads through th. 
manifold channels of the banking system into the maig 
circulation of business credit. Above all, it i: Up to the 
authorities, if the commercial banks act too sluggishly 
if the disturbance proves in any case to be insutticient, tg 
throw in more stones and larger ones. 


Anomalies 


total income on which the tax is charged. But the relief 
is imperfect in two respects. In the first place the franked 
investment income is brought into account in determin. 
ing whether there shall be any abatement of profits 
If profits amounting to £7,000 arise solely from trading 
profits, tax is chargeable on £6,000 only, since there 
is an abatement of one-fifth of the amount by which the 
profits fall short of £12,000. But if this company receives 
in addition franked investment income of £5,000, 
making the combined net revenue £12,000, it would not 
qualify for any abatement and would pay tax on an addi- 
tional £1,000 simply because it had received investment 
income. 

Secondly, any distributions made by such a company 
are deemed to come rateably out of franked and w- 
franked funds. A reasonable man might suppose that 





1947 Act 1951 Act 





Shares Shares Shares Share 
held by held by held by held by 
foreign |UK corpn.} foreign (UK corpa 


corpn. _}or others{ corpn mr others 





100,000 100,000 























ProMt ii. ceissssdeuaus 100,000 | 100,000 | 

Minimum profits tax .... , 6000 | 10,000: 10,00 
95,000 | 95,000 | 90,000 0,00 
Dividend (gross) ....... ‘ 50 000 50,000 50,000 50,000 
Profits tax on di vidend ee oe 3,750b eee 20 pO 
50,000 53,750 50,000 70,000 
ee OP bere ho 45,000 Pa 40,000 20,000 
Incomre taK S. o.i ison cke 20,250*| 18 562* 19,0007 9 500t 
£24,750 | £22,688 | £21,000 £10,500 

Advantage where dividend ne 

is paid to foreign corpn, | . £2,062 - £10,500 











(a) 5 per cont. 0) 1} per cont {e),20,per. cent (d) 40 per cent 





where income has once been subject to the maximum 
rate of tax in the hands of one company it would b& 
wholly exempt when passing through the hands of 
another, but this view is not accepted by the tax authot!- 
ties. In opposing a clause designed to. remedy this 
element of double taxation, the former Attorney-Genet 
said in the debate on the report stage of this yea? 








Finance Bill: — ee : 
This scheme 4i is adopted is one under which 
distribution is wine es Coming regularly from two 
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The Barclays group 
"4 
i of Banks 
| ° 
I BARCLAYS BANK LIMITED 
(4 BARCLAYS BANK 
I (DOMINION, COLONIAL AND OVERSEAS) 
"4 BARCLAYS BANK (CANADA) 
4) BARCLAYS BANK (FRANCE) LIMITED 
14 THE BRITISH LINEN BANK 
4 Other Associated Companies : 
‘ Barclays Trust Company of Canada 
Barclays Overseas 
y Development Corporation Limited 
V4 Barclays Bank Executor and Trustee 
Company (Channel Islands) Limited 


i 
% Combined assets exceed £1,900,000,000 
i" 
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The Barclays Group, with correspondents through- 
out the world, offers all the services a modern Bank 
can perform for its customers at home and abroad. 
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A COMPREHENSIVE 
BANKING SERVICE 





In their capacity as private bankers, Glyn, Mills 
& Co. have always arranged that the service 
placed at the disposal of their customers should 
be truly comprehensive, covering all financial 
problems from those of the large public corpora- 
tion to those of private individuals. They are 
equally well equipped to accept duties as 
Company Registrar, or to act as executor or 


trustee for large or small estates, 


GLYN, MILLS & CO. 


BANKERS 


HEAD OFFICE: 67 LOMBARD STREET, LONDON, E.C.3 


Associated Banks 3 
Royal Bank of Scotland * Williams Deacon’s Bank, Limited 




































































For ADVICE about EXPORTS 


If you are seeking new markets for your goods abroad, 
= Ov rseas Branch of National Provincial Bank can 
ey you with accurate, up-to-date information 
Ea. og marketing conditions, Currency Transfers, 


:¢ Control and similar matters. 


NATIONAL PROVINCIAL BANK 


LIMITED 























MARTINS BANK 


LIMITED 





Capital Paid Up and Reserve: £9,020,917 
Deposits, etc. : £309,774,722 
Total Assets (at 30th June, 1951): £347,403,484 





i Chairman : 

A. HAROLD BIBBY, D.S.O., D.L. 
Deputy Chairmen : 
ROBERT VERE BUXTON, D.S.O, 
T. H. NAYLOR 


Chief General Manager : C. J. VERITY 


* 





London District Office: 
Manchester District Office: 
N.-E, District Office : 

22 GREY ST., NEWCASTLE UPON TYNE, i 
Leeds District Office: 28-30 PARK ROW, LEEDS, 1 


Head Office : WATER STREET, LIVERPOOL 


68 LOMBARD STREET, E.C3 
43 SPRING GARDENS, 2 
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sources of income. We apportion each source of that income 
and consider it, therefore, as flowing in a rateable proportion 
from each source. That means that the company does get 
that measure of relief which is fair upon the compromise 
view, and neither the taxpayers nor the Revenue have it in 
their power to say “ You are to consider this distribution 
as coming solely from one or the other.” 

This argument is in direct contradiction to the one that 

is used when a capital distribution is made, for a capital 

distribution is regarded as coming, not out of a mixed 

fund, but as far as possible out of undistributed revenue 

profits on which non-distribution relief has been given. 


It is a sound fiscal principle that the tax payable should 
be certain and not arbitrary, and this principle applies 
with equal force to the rate of tax as to the amount of 
tax. In special cases there may be justification for the 
adoption of some formula which conceals the rate in the 
interest of equity, as in the taxation of gold mines in 
South Africa. But in general there will be agreement 
with a passage in the late Lord Stamp’s evidence before 
the 1920 Royal Commission : 

The wanton and bigoted way in which persons obsessed 
with certain mathematical ideas urge the sacrifice of all 
practical points in their lust for algebra, would be a serious 
public danger if their influence became great. 

The recondite character of the Profits Tax has certainly 
enhanced these dangers. The effective rate of profits 
tax varies with so many circumstances that its calcula- 
tion is a matter of mystery and confusion to the business 
community. Even the maxinum rate causes trouble ; to 
arrive at the correct combined rate of profits tax and 


income tax of 13s. 3d. in the £ involves a high order of. 


skill that Chancellors, resting on the knowledge of their 
experts, can afford to put in the simple shorthand of 
“ twopence for me and a penny for you.” It is, perhaps, 
still worth stating that the maximum rate of profits tax on 
£1 of chargeable profits is 7s. 2d. in the £, or if full relief 
is obtained from Income Tax, 3s. 9d. in the £. The 
minimum is 2s. gross, or Is. O}d. net. Between the 
maximum and the minimum all is uncertainty: the 
accountant tells the directors that if they will fix the divi- 
dend he will calculate the profits tax ; the directors tell 
the accountant that if he will advise them of the liability 
for profits tax they will determine the dividend. 
* 


In a sellers’ market, it is widely believed that industry 
and commerce can shift a considerable part of the inci- 
dence of a tax on profits on to the consumer—in other 
words, that the profits tax becomes a cost. This is an 
over-simplification: it may be assumed that most traders 
would charge the highest prices for their products irre- 
spective of the taxes they have to pay. It is probably 
truer to say that high taxes lead to high prices partly 
because they lead to laxity of management and to extrava- 
gance and are repressive of enterprise. Moreover, at the 
present time, high taxes are levied upon “ profits ” that 
are calculated in such a way that they largely exceed true 
economic profits. For this reason industry, as a whole, 
seeks to earn a return that, after tax has been paid on it, 
will leave enough to maintain productive assets intact in 
spite of inflated price levels. 

It is reasonable, therefore, to regard the incidence of 
the profits tax as resting with the corporation upon which 
it is levied. If it rested upon the capital employed by 
the corporation there might, if the need for the tax is 
accepted, be some equity in the distribution of the bur- 
den. But this is not the case. The capital employed is 


commonly provided from three sources: loan capital, 
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preference share capital, and ordinary share capi: |. Th. 
interest paid upon the loan capital is not regarded - 
coming out of profits at all and is not chargeable ¢, 
profits tax at either of the rates. ‘The dividend: paid g, 
preference shares are paid in full without any dedyc. 
tion for profits tax ; thus no part of the burden o/ progr 
tax is borne by the preference shareholders. Bui profs 
tax is, nevertheless, payable on the preference dividend 
and it must perforce come either out of the ordinary 
dividend or out of the residual fund which normally 
belongs to the ordinary shareholders. It has no: becom: 
common practice to reduce the ordinary dividend 
(except where circumstances compel) to the extent of the 
profits tax payable on that part of the total profit which 
goes to the preference shareholders ; in the m:jority of 
cases today the real incidence of the tax rests wholly o, 
the undistributed profits which would otherwise pe 
ploughed back to reserve and provide the means of 
financing productive improvements. 

The following example shows the impact of the profirs 
tax distributions on ordi earnings and reserves in q 
case of high gearing, the preference share capital totalling 
£1,000,000 and the ordinary share capital of {100,099 





Profits Tax P Tax 
‘at 10% only at 10 410% 
£ 
PreGte oon s och dace ee T1777 nM 
Less: Minimum Profits Tax 
10%, thee e eee eeeneeerees 7,777 7771 
70,000 70.000 
Less : Pref. Dividend 5%..... 50,000 50,000 
Distributed Profits Tax thereon 
at EE PE Oe Pe NEE EM one 50,000 20,000 7000 
2 ee - -_—_—— 
Available for ordinary ....... “ 20,000 nil 
Less : Ordinary dividend—say 
10%: as she ioe keene 10,000 
Distributed Profits Tax thereon 
Wy cv cinkinese caters Sen 10,000 nil nil 
10,000 » mil 
Less : Income Ta¥at 9s. 6d... 4,750 nil 
Available for reserves ....... m £5,250 nil 





It is well understood that one effect of the profits tax 
is to distort the capital structure of industry by encourag- 
ing the raising of new requirements in the form of loan 
capital, rather than in the form of share capital, particu- 
larly preference share capital. Whether such financing 
will prove to be wise depends on the future course of the 
price level: if inflation continues companies may be glad 
that they raised their requirements in the form of notes 
or mortgages, provided always that they can renew them 
upon expiry and that their additional requirements cat 
be similarly financed. But if price levels were to drop, 
the consequences could be extremely painful for ‘ndustry 
would then be faced with the necessity of repaying dept 
ciated pounds with appreciated ds, But the issue 
goes far beyond expediency of this kind. It raises tie 
very principles of the future of risk capital, which sulle 
a double injustice from the form of profits tax. 
It is wrong that the form of company capitalisatio: 
should be dictated by arbitrary fiscal considerations. 

What, then, is to be done about the Profits 12x? In 
fiscal commonsense it a to go, but hard pressed 
Chancellors do not easily let go tried sources of substan 


tial revenue. Would the end of the Profits Tax be 2 fait : 


exchange for a new Excess Profits Tax ? A final articl 
in this series will examine these possibilities. 


ye 


a) ee ee) ae) A le ae” ee ee te 








ECONOMIST, November 10, 1951 


THE 


1129 


Business Notes 


Cutting the import Programme 


The most disturbing aspect of the Chancellor’s dis- 
dosures about Britain’s balance of payments crisis is not that 
the deficit for the current year 1s estimated at between {500 
and £600 million—that 1s bad enough—but that the depart- 
mental forecast for 1952 suggested another deficit of at least 
{500 million. Exports this year have remained buoyant, 
‘hough, at £2,500 million for the twelve months, they will 
«ill be some 10 per cent below the objective set in the 
Economic Survey. Invisible exports, however, are becoming 
less productive and since the loss of the Abadan refinery the 
net surp!us in this section of the accounts is likely to decline 
appreciably and to yield only £400 million. But the main 
calculation that has gone awry 1s the cost of imports. In the 
first nine months of this year, the import bill amounted to 
{2,919 million (c.i.f.) compared with £1,908 million in the 
frst nine months of 19§0—a rise of 53 per cent by value, 
while the volume is estimated to have increased by only 
14 per cent. On this basis the bill for the whole year, exclud- 
ing insurance and freight, threatens to be of the order of 
{3,500 million compared with the forecast of £3,300 million 
(of which £100 million was. for stockpiling) in the Economic 
Survey and with the revised figure of £2,382 million in 1950. 
The “programme” estimate for imports in 1952 at end- 
September prices was £3,620 million, Drastic cuts in imports 
were clearly inevitable. The Chancellor’s announcement on 
Wednesday that he is to slice off £350 million from external 
expenditure involves cutting imports by some {£290 million ; 
but even this surgery will still leave a wide prospective deficit. 


> + ° 
Saving £350 Million 


The first stroke of Mr Butler’s axe has fallen on those 
imports entering Britain under open general licence in accord- 
ance with the OEEC scheme for liberalising European trade. 
No exact estimates of this trade have been published, but 
it is usually put at about £150 million. The Chancellor 
stated that open general licences for private imports from 
Europe and other non-sterling countries on a selected list of 
commodities were to be revoked and specific licences sub- 
sututed. The new quotas will be based on the value of 
imports in the year July, 19§0, to June, 1951, so that these 
goods will continue to be imported but in much smaller 
quantities than in recent months. These cuts are expected 
to reduce next year’s import bill by £130 million by com- 
Patison with the “ programme” estimate. Foods are 
pnmarily affected: tinned bacon, ham (imports of which have 
this year been running at am annual rate of £35 million), 
cocoa, chocolate, sugar mixtures, sugar fat mixtures, fruit 
juices, cooked meat, tinned meat, sausages, edible nuts (ex- 
duding peanuts), tinned vegetables, fruit (excluding bananas 
and oranges), and vegetables. One important group not 


affected is tancy cheese. These food items represent a saving 
of {100 million. 


t few raw materials are also included in the cuts: essential 
e *; Paper making materials, dressed leather, paper and board, 
Plywood and veneers, The list of manufactureé comprises 
‘ter number of items, the-maost important being wooden 
te, glassware, cutlery, carpets, footwear, apparel, toys, 
sary goods, brooms and brushes, manufactured drugs, paper 
. cather manufactures, Textiles are apparently not 
) ‘ted. Cuts in raw materials and manufactures are expected 
» otal £30 million. ‘The upshot of this revocation of open 
Fal licences is that in future only about 60 per cent of 
man’s private trade with B will be liberalised as 


‘peahens than 90 per cent s,the cuts were made. 
—_— therefore is not abandoned ; it is merely 


‘ domestic coal supplies. 


The second stroke has fallen on the Ministry of Food’s~ | 


purchases of both rationed and unrationed food. The saving 
on this count is expected to yield “rather more” than £60 
million. The details have not yet been announced, but sugar, 
tea and coffee alone could yield £30 million if the stocks 
which have been built up during this year are allowed to run 
down. No doubt the Ministry will also reduce its purchases 
of tinned salmon, herrings and pilchards. In addition to 
these import cuts, the rate of government stockpiling is to 
be reduced, affording a saving, which might be guessed, of 
£100 million ; while the halving of the tourist allowance 
(from {100 to £50) will save £15 million. 

_ The economy bill thus adds up as follows: private food 
imports, {100 million; Ministry of Food imports; £60 
million ; private imports of raw materials and manufactures, 
£30 million ; stockpiling £100 million ; and tourist allow- 
ances, {15 million. The total comes to £305 million and the 
remaining {45 million is presumably to be saved on the use of 
foreign shipping and by general economies in government 
overseas expenditure. This remainder may also include some 
estimate of lower import prices during the coming year. 


* * * 


The Fuel Outlook 


Once again, safety in fuel supplies this winter is put 
“at the mercy of the weather”; once again, Britain is to 
seek imports of American coal. Announcing this in the 
House of Commons on Thursday, Mr Geoffrey Lloyd, the 
new Minister of Fuel and Power, went out of his way to 
absolve the National Coal Board from responsibility for the 
level of distributed coal stocks, which at the end of the coal 
winter (October 27th) had reached only 16,807,000 tons, 
1,350,000 tons higher than stocks at the beginning of the 
1950-§1 coal winter, but below even the reduced “ target ” 
of 17 million tons of which Mr Noel-Baker had so recently 
been confident. Mr Lloyd, whose own idea of “safe” 
stocks is 19 million tons, was understandably cautious about 
the prospects of obtaining much coal from America or else- 
where. in time to affect the danger period of February and 
early March next year, since transport and loading facilities 
for American coal are already busy with supplies for the rest 
of Europe. ; 


Though production recently has been more encouraging, 
partly through more widespread Saturday working, inland 
consumption has risen more than expected in the last fort- 
night. The main fear for any crisis in coal supplies this year 
may rest upon the weakness of the coal transport system, but 
Mr Lloyd looked forward to the effects of a production 
weakness nobody inside or outside the ‘industry has yet 
learned how to check—the decline in manpower, which he 
estimated may cost the industry another 10,000 men in the 
next twelve months. Within the general fuel difficulty the 
main immediate danger threatens the domestic coal con- 
sumer ; the Minister announced new measures to adjust 
These limit total supplies for any 
one consumer to 24 cwt. between last May and next February 
—thus diverting coal from consumets with full coal-cellars to 
those who have not bought much since the end of last winter. 

Special attention to domestic coal supplies is justified. 
At the beginning of the coal winter merchants’ stocks 
amounted to.only 1,122,000 tons, compared with 2,020,000 
tons at the same time last year ; stocks of anthracite and 
boiler fuel, 83,000 tons, compared even worse with stocks 
of 181,000 tons at the beginning of the 1950-51 coal winter. 
The more careful part of the public bought 600,000 tons 


more this summer than last (in both off-seasons consumers 
were encouraged to buy early and fill up their cellars) ; and 
most of this increase seems to have been purchased in the 
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south, where supplies are, most liable to be affected by coal 
transport difficulties. Stocks in home cellars are therefore 
substantially bigger: but the merchants estimate that this 
winter there are 200,000 more households to supply, requir- 
ing an extra 375,000 tons on the average consumption of 
last winter. Even last year, the coal supplied to consumers 
was some 15 per cent lower than the total budgeted for in 
the domestic ration of 50 cwt. in the north and 34 cwt. in the 
south of the country. 


* * * 


American Coal Again? 


Whether a decision to import American coal now can 
bring in enough and in time to make a substantial contribu- 
tion to British coal supplies this winter is a question only 
answerable in practice. Last year’s decision to import was 
taken on November 20th ; 8,000 tons of coal were brought 
in before the end of the year, and by the end of January 
shipments of 50-80,000 tons were arriving each week. By 
the end of February the National Coal Board had imported 
488,000 tons. With relatively mild weather, and with the 
severe cuts that were decreed and for a time enforced upon 
coal consumers, any abrupt dislocation of industrial output 
was avoided. The cost of this importing operation—over 
and above the {5,000,000 that the NGB lost in re-selling 
this expensive coal at its own prices—was a shortage of 
shipping that raised freight rates sharply, and in particular 
an insufficiency of tonnage to bring in all the iron ore the 
British steel industry had purchased for this year. This 
year’s coal imports thus contributed fairly directly to this 
year’s fall in steel output. 

The circumstances this winter are somewhat altered. 
Britain, in importing American coal, would come at the end 
of a long European queue ; already $500 million worth of 
coal has been purchased or is being ordered. These other 
nations, bereft of British exports, did what the National Coal 
Board earlier this year vainly urged the Ministry of Fuel and 
Power to authorise: they went on importing American coal 
when they completed last winter’s imports. Their charter- 
ing, and other large bulk movements of raw materials, have 
contributed to a continued shortage of shipping and a high 
level of freight rates ; though the Transatlantic coal charters 
have partly been arranged for ships from the American reserve 
fleet at rather lower than prevailing rates. With a renewed 
grain shortage in India, shipping appears likely to become 
more scarce ; few ships are to be had for operations during 
the next two months, despite the release of 100 more ships 
from the American reserve fleet. On the other hand, ship- 
ments of iron ore are now booked for some time in advance, 
and coal chartering should not affect the transport of the 
steel industry’s raw materials. 


The coal is to be had in America—almost in whatever 
quantities are needed. Whether it is to be transported, and 
loaded, is another matter. Some weeks ago the United 
States imposed export licensing for coal, on the grounds that 











International Banking Supplement 


Three special articles, comprising The Economist’s 
annual survey of trends in International Banking, 
appear on pages 1145 to 1154 of this issue, and an 
associated 15-page selection of International Banking . 
Statistics is published in this week’s issue of the 
Records and Statistics Supplement. 


These articles discuss the strains within the Sterling 
Area, the latest EPU crisis, and recent banking 
developments in the United States. 
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ships were being delayed at its most convenient coq| 
Europe, Hampton Roads, by overloading of the dock facijitis. 
and local inland transport. An arrangement was accepted a 
which nations purchasing coal from American suppliers had 
to agree to accept only part of it through the most conveniens 
ports and the remainder through ports more remote from 
Europe—and in some cases from the American coalfield 
selling the coal. This is an arrangement which Britain 
would have to accept. * 


Port for 


* % * 


Second Thoughts on Steel Allocation ? 


Though a promised “new official statement” on the 
general allocation of steel supplies had not been made when 
The Economist went to press, it seems fairly certain tha 
the scheme due to come into force on December 3rd js y: 
the least being re-examined. The cumbrous M-form system, 
which involves specific authorisation for each permitted end. 
use of steel, was accepted by the late Government and the 
industry earlier this year only in default of anything mor 
practicable and equally familiar. It now appears thy 
renewed doubts of this scheme’s necessity within the steel 
industry, some misgivings in the Ministry of Supply about 
its efficient operation, and the new Government’s gener! 
distaste for more than essential controls have combined tp 
dictate second thoughts about the whole question. 


Prospects of steel supplies hardly offer any chance tha 
allocation of some kind can be avoided. The present rate 
of steel output suggests a total for the year of little more than 
153 million tons, and the Chancellor this week put Britain's 
needs in 19§2 at “some 14 million tons of finished steel 
more than we have been able to produce in 1951, to meet 
home and essential export needs.” It seems doubtful whether 
the steel offered by the United States to supplement output 
here next year as yet justifies the estimates of half a million 
tons that have been published, unless negotiations still under 
way for finished steel considerably supplement the offers of 
ingots already made. Some of the ingots offered would be in 
exchange for an equivalent amount of structural steel, which 
will keep British finishing capacity busy but will not swel 
total steel supplies: and some that has been offered costs. 
more than Britain may be prepared to pay. A proportion | 
of the total mentioned, moreover, would be the “steel 
equivalent ” of ore and scrap supplies that American sted! 
producers might refrain from buying and allow Britain 10 
purchase. Some easing of American competition for Swedish 
and North African ores would be welcome, though there 
may be some legal difficulty in inducing American private 
buyers to hold off. The relinquishment to Britain of steel 
scrap that under the recent t the United States 
might hope to buy from Germany would be equally friendly, 
but less productive. Germany is permitted under this agree- 
ment to retain for its own steel industry the first 325,000 
tons of scrap collected, above which supplies are shared 
between home and exports on a sliding scale. In the first 
month after the agreement 344,000 tons of scrap were col- 
lected in Germany, compared with an expected rate of 
400,000 tons ; in the next, some 327,000 tons were bought 
in. The Ruhr industrialists make no secret of their deter- 
mination to keep for use at home their dwindling speci 
reserve of steel scrap from war damage. Though a large! 
share of the agreed joint exports to Britain and the United 
States would obviously assist steel production here in 195? 
to some extent, imports of scrap next year cannot be expected 
to approach even the annual rate of 550,000 tons 4 ye! 
achieved so far this year. 

In such circumstances, with rearmament demands sr0*" 
ing and indications that the metal-using industries will al 
hope to continue to expand their exports, reconsideration of 
the proposed steel control cannot be expected to make that 
control slacker. A simpler scheme, that will ensure st 
deliveries—not only authorisations—to defence and essentil! 
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civil producers and distr ibute the remaining supplies 
equitably, is certainly desirable ; nor are suggestions lacking. 
at one end of the scale, the steel producers favour bulk 
allocations to industries, to be shared by their central bodies 
among individual producers. At the other, spokesmen of 
engineering in the Midlands have advocated allocations upon 
, more realistic basis than tonnage consumed in 1946, pre- 
ference for the more efficient manufacturers, and “a fairer 
crack of the whip ” for small steel consumers. The existing 
«stems of “DO” and “PT ” authorisations are meanwhile 
sot always being honoured in steel. Failing some consider- 
able improvement in supplies, an acceptable system without 
the more objectionable features of the “ M-form” may not 
te easy to devise. 


. 


* * = 


Belgian “ Free Market ” Changes 


As was perhaps to be expected, the Belgian authorities 
have quickly run into practical difficulties in their special 
measures to reduce Belgium’s surplus with EPU countries. 
One of the steps recently taken in search of this objective 
was to remove the obligation upon Belgian exporters to 
EPU countries (other than Switzerland) to hand over the 
foreign exchange proceeds of their sales to the Belgian 
authorities, and to leave them free to sell this foreign 
exchange in a tolerated free market. Such “free” sales 
did in fact take place on a considerable scale, and were 
encouraged by the inordinate delay in the granting ,of 
authorisations of exchange operations at official rates against 
duly authenticated export licences. For a few days this 
created considerable confusion in the free market, and a 
substantial depreciation occurred in the rates at which the 
EPU currencies in questiom were negotiated. It was soon 
discovered, however, that there was an abundance of buyers 
of these currencies, through the demands of Belgian 
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importets from the countries concerned ; and after a short 
interval the rates quoted in this free market came to 
approximate closely to the official parities. The small dis- 
counts that remained were mainly attributable to the fact 
that any Belgian exporter selling his exchange in this free 
market avoided the painful arrangement under which 5 per 
cent of the proceeds of sales to EPU countries is blocked (if 
the exchange is sold to the authorities at the official rate). 
The Belgian authorities thereupon discovered that, since 
a large part of the foreign currency requirements of Belgian 
importers were being satisfied in the free market, the tolera- 
tion of this market was having virtually no effect upon the 
Belgian position with EPU. As a result, they decided this 
week to compel Belgian importers from EPU countries to 
secure their exchange through official channels, and to pro- 
hibit them from using the free market. The intention is to 
confine purchases of exchange on this market to those who 
require it for capital and other “ non-current” purposes. 
The result has been a fall in the rates for EPU currencies 
quoted in the free market—and a cessation of dealings in 
“free” sterling for lack of buyers. The first indications of 
October operations of EPU suggest that Belgium was not 
quite able to restrict its EPU surplus to within the $35 
million that, under the new arrangement, is the maximum 
that it may recover in gold for that month. The actual 
surplus was about $5,000,000 above that figure, so that 


this excess had to be covered by additional Belgian credits 
to EPU. 


* 7 * 


Cuts in Sugar Supplies ? 


It is clear from the Chancellor’s statement on Wednes- 
day that one of the imports most likely to be cut is sugar. 
Imports in the first nine months of this year amounted to 
37 million cwt compared with 30 million cwt in the corre- 
sponding period of 1950, and most of this increase in supplies 
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has gone to build up the Ministry of Food’s stocks. It is 
ironic that Britain should have to reduce its purchases of 
sugar at a time when world output is expected to reach a 
new record total. The first estimates of world production 
for 1951-52 prepared by Messrs. C. Czarnikow Ltd. puts the 
total at 35,611,000 tons against 35,120,000 tons in 1950-51 
and 29,118,000 tons in 1937-38. But this increase’is by no 
means uniform for all types of sugar and among the major 
producing countries. Beet production in Europe, for 
example, has fallen from 9,101,000 tons to 8,655,000 tons 
and world beet production from 13,278,000 tons to 
12,475,000 tons, owing to a smaller American crop. 





Wortp SuGarR PRODUCTION 
(000 Tons raw value) 


1937-38 1947-48 | 1948-49 1949-50 |1950-51* 1951-52t 
| 


| : | i 
7,180 | 4,521 6,783 9,101 | 8,655 
2,500 | 1,595 1,950 s 2,145 | 2,250 
tt Serre Pr perry ee 1,232 1,684 1,173 | x + 2795: 1,350 
oo BP ne peel h 142; * 147 133 | 237 220 


10,039 (35,278 | 12,475 
! ! i 








Webs docs xk c cae 1,947 | 


Cane Sugar :— } | 
Cuba j 5,960 5,146 . 5,668 
San Domingo 41 415 470 | 
Puerto Rico i 988 1,140 | 
Philippines 357 645 
TOME bis taiwan eAS 1,535 1,550 
India and Pakistan :—~ } 
Wes ce A ieee 
Gur 

British Guiana 

British W. Indies 

South Africa 

Australia 

Fi 





70 | 80 90 
6,131 y 264 | 5,295 | 5,396 | 5,889 


18,064 | 19,657 | 20,703 | 20,816 | 21,842 | 23,136 
| ae 


27,608 | 30,742 | 31,249 | 35,120 | 35,611 
i 




















; * Partly estimated. t Estimated. Source: Messrs. C. Czarnikow, ‘Ltd. 





Cane production, on the other hand, has shown quite a 
large increase, from 21,842,000 tons to 23,136,000 tons. 
Once again it has come mainly from Cuba, whose production 
this year is expected to top the 6,000,000-ton mark. In 
contrast, production in Commonwealth countries outside 
India and Pakistan is estimated to fall by 200,000 tons to 
2,822,000 tons ; much smaller crops are reported from South 
Africa and Australia, while output in the West Indies, British 
Guiana, Mauritius and Fiji has increased. 

For Britain, then, less sterling sugar will be available in 
1952, but much more dollar sugar. The allocation of dollars 
for sugar is certain to be cut, though the actual reduc- 
tion in supplies will depend more on the level of prices. The 
price of sugar in recent months has been falling. It reached 
a peak of 8.05 cents a Ib in th® middle of June ; this week 
it was quoted at 5.00 cents a lb, and the fall may well con- 
‘tinue. At this rate, Britain might still buy the same quantity 
of dollar sugar as in «950-51 and save about a quarter of 
the dollars expended. 


* * * 


German Prewar Debts 


Details were published this week of the official plan for 
distributing the proceeds of German prewar assets to resi- 
dents in Britain who can establish claims in respect of 
German prewar debts, - The details were given in an Order 
in Council and are based on the unanimous report of a 
committee appointed by the President of the Board of 
Trade under the chairmanship of Sir John. Morison to 
advise on the distribution of man prewar assets taken 
over by the Custodian for Enemy Property. The report 
of the Morison Committee estimates that the total avail- 
able for distribution among the creditors will be about 
£15 million. The total amount of claims that may be 
made against this sum is still. not precisely known, but 


‘to debts owed to British persons on Septembe 
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the Committee’s Report states that “it is given ; 
stand that the whole volume of debt that would be bina 
within the distribution scheme is not likely to be under. f 199 
million and might be substantially in excess of this figure” 
In order to rank for out of these Germ ' 
the claims must, Saas to the Order in Council, sa 
bt t 3, 1939. Thi 
condition, however, does not apply to the Reich debe = 
as Dawes and Young .bonds. According to the Order in 
Council, however, these bonds will rank for claim only if the 


owners held them on or before tember 30, 1951, As 


active dealings have taken place in German bonds since tha 
date, this would imply. that present holders who have 
acquired the bonds since September 30th would have my 
valid claim under the scheme. This extraordinary and arhj. 
trary provision has been the subject of a strong protest from 
members of the Stock Ex who have pointed out to 
the Board of Trade that demarcation line would be 
quite unworkable any attempt were made to 
apply it grave injusti result. Pending clarification 
at this point all i in German bonds have beeg 
suspended. 


* * 


Details of “ Weighting si 


The most i ing provision of the Order in Cound 
is the allocation of priorities as between the different groups 
of creditors, namely, the various types of bondholders, the 
“ ee ” creditors and the — and commercial 
creditors. These priorities are d on the weighti 
given to the various classes of creditors by the Be 
finding of the Morison Committee. “The weights are a 
follows : — ; 

Nature of Obligation ~~ Veighi 
{4100 Bond of German External Loan 1998 (Dawes TT 
Meo (ie of German Government International 


) 
£100 Standstill and other short-term banking claims 
£100 Trade Debt as defined in 


Foo Potash Syndicate Bond 
£100 City of Saarbrucken 
100 Austrian Government International Loan 1930 
100 Austrian Government Credit Anstalt Bond, 1936 
£100 Berlin (City of) Ppl cent S Loan of 1927 
£100 Cologne (City of) cent St 
£100 Dresden (City of}-5¢ per cent 
£100 Munich (City of) 6 per cent S : : 
£100 Hamburg (State of) 6 per cent 36 % 
£100 Hamburg Waterworks 6 cent Sterling Loan..... 1-0 14 
£100 Saxony (Free State of) 6 per cent Sterling Bonds of 1927 2 112 
£100 Westphalia (Province off T per cent Btecting Loan of 1926..... 2 125 
£100 E Company 6 per cent 25-year Sterling Bond . 0 0 
Other loan indebtedness not specifically dealt with above An amount calet 
lated as the sum of the following amounts, so far as they were respe< tively due below 
the ing of the Act, viz. : 
(a) [areme. at the rate provided in the loan agreement, not at the reduced rile 
vided for transfer purposes by the Anglo-German Transfer Ayreement of July 
proportionate to the-ereditors’ holding of Bonds in respect of Sinking 
Fund payments on that Bond issue ; 
sul other capital repayments due in terms of the loan agreement. eo 
ject to the limitation that no individual claim ranks for more than 125 per ceat 
of the capital outstanding at 3rd September, 1939. 


Weighing Ranking 
£100 Claim not comprised under any of the heads mentioned above 1 0 100 
These weights have been agreed representatives of the 
various groups of creditors, and they do not st 
. pape wegen: precedent for the settlement « the pre 
war claims against Germany are a clear indication 
the views of the creditors re r their own priorities. 
It should be realised that the plan announced this week 
refers only to the distribution among creditors of the piv 
ceeds of German prewar assets in this country. 
distribution is a reparations matter and does not affect the 
legal position under which the creditors — 9 a 
a claim for full compensation against their resp 
debtors. No doubt the amount = be distributed will & 
arriving at the final settlement; but ° 
major part of the compensation for prewar creditors 
Germany has still to-come indepe of the 10 to 12 pe 
cent distribution to be made by the provisions 0! the Ordet 
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OIL AND THE WATERFALL 


Tue 22-million-gallon-a-day “ waterfall” in each of these 
cooling towers at Anglo-Iranian’s oil refinery in South 


Wales is part of an expansion project that has already raised 
ha refine ns re > * . 

the relinery s production to twelve times its pre-war rate. 
This in turt 


rms part of a greater expansion programme 
on a world-wide scale. Anglo-Iranian and its associated 
companies operate nine refineries in the United Kingdom, 
France, Germany, Italy and Australia. A tenth refinery has 
just gone 


into production in: Belgium and another new 


relinery is under construction now in the United Kingdom. 





Anglo-Iranian Oil Company 


LIMITED 


‘ME BP SHELD I$ THE SYMBOL OF THE WORLD-wiDs 
ORGANISATION OF ANGILO-IRANIAN OIL COMPANY LTD. 
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ENGINEERING HISTORY IN THE MAKING 








D.E.S. “AURIS” 


(The Anglo-Saxon Petroleum Co., Ltd.) 


The FIRST Gas-Turbine 


to be installed for propulsion in an ocean- 
going merchant vessel was designed and built 





The “ Auris” after successful trials is 
NOW 


on her first commercial run across the Atlantic 
with Gas-turbine Propulsion Machinery. 


THE 


BRITISH THOMSON -HOUSTON 


CO,, LTD., RUGBY, ENGLAND 

















It works both ways ! 


Timber from the fertile forests of Australia flows continually 
to swell the stocks of timber-starved nations. Like many 
great productive countries, Australia relies on trade from 
other countries to satisfy the demands of its industrious people 
—and within this volume of commerce to and fro, lie oppor- 
tunities for British business houses . . . When planning an 
Australian business venture consult the Ca’. nonwealth Bank 
of Australia. For the Commonwealth Bank knows Australia. 





Its intricate and widespread network of branches in Australia 
can supply detailed information on any aspect of Australian 
- fife or commerce—a service which is gladly offered to British 
business houses. 


COMMONWEALTH BANK OF AUSTRALIA 
COMMONWEALTH SAVINGS BANK OF AUSTRALIA 


§ Old Jewry, London, B.C.2. And at Australia House, Strand, W.C.2. 
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Plush dogs don’t bark 


TO a baby a woolly toy may be indistinguishable 
from a living animal—but a dog-lover knows the 
difference! Baby’s plaything won’t beg for bones 
ot run after sticks, however loudly you shout 
*Fetch it, Rover’! 


There are substitutes for wood, too, and to the 
otdinary person they may look just as good. But 
the expert knows the truth of the saying * There’s 
nothing like wood’. Wood is alive: wood has char- 


acter: wood is something you grow fond of. 


All very true, you may say, but can we get wood 
if we specify it? Well, there is a shertage of some 
traditional timbers—but on the other hand many 
new timbers ate coming into the country. The 
Timber Development Association will be glad to 
put you into the picture on the supply situation, 
Why not drop them a line about your particular 
problem ? 


i gt ae na, 


Theres nothing like W000) 





&SSUEBD BY THE TIMBER DEVELOPMENT ASSOCIATION 


21, College Hill, London, E.C.4. and branches throughoul the country 














THE ECONOMIST, Novemte: io, 195 







THE PURE WQOL BERET 





PRICE: 9/4 


























a 





The answer's a Monroe 
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ChRLCULATINSG 
MACHINE COMPANY LIMITED 


10-11 ALBEMARLE ST, LONDON. Wl 
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MIST, November 10, 1951 


THE ECONO 
Policy for Manpower ? 

A chief topic of discussion for Sir Walter Monckton’s 
frst meeting with the National Joint Ad y Council to the 
uinistry of Labour this week had been outlined in advance 
in the King’s speech : 


\y Government view with concern the serious shortage 
¢ |gbour, particularly of skilled labour, which has handi- 
‘oned production in @ number of essential industries. They 
~ ii review, in consultation with representatives of those © 
vacerned, the possibilities of making available more labour 


dustries and of ensuring the best use of the 
r torce, 


I The meeting. obviously, could do littke more than consider 


the latest statistical outline of the shortage: Sir Walter, in a 
coeech at the weekend, had already recognised this as “ the 
sravest problem with which I have to deal.” The present 
igbour force, he said frankly, just could not meet all the 
jemands made upon it ; his immediate task was to decide 
how to share scarce labour between more. and less essential 
‘ndustries. The production most often considered as 
threatened by labour shortage is rearmament; but equally 
important at present, and perhaps of longer duration, are 
the labour difficulties of two basic industries upon which the 


whole economy depends—coal and transport. 


It is much too early to expect Sir Walter to define any 
new policy for manpower—particularly as his sphere is one 
within the general scope of economic policy, and the call for 
specific action by his Ministry will depend entirely upon the 
success of general measures to counter inflation. Last week 
he confined himself to ‘the unexceptionable if unoriginal 
advocacy of training workers as a means of increasing indus- 
trial flexibility—he was speaking at a conference on training 
held by the British Employers’ Confederation. As might 
have been expected, Sir Walter emphasised his confidence 
that he would receive full co-operation from both sides of 
industry—a point upon which Mr Arthur Deakin this week 
somewhat grudgingly repeated the Trades Union Congress’s 


assurance. 


* * * 2: 


{en for the Aircraft Factories 


Labour shortage in the aircraft industry is a special 
case, even within defence production. Its leaders have been 
complaining of the inadequate rate of recruitment for some 
time: in London last week, Air Chief Marshal Sir Guy 
farrod said that “our air rearmament programme will 
remain to a large extent om -paper” unless “ immediate 
tion” was taken to get the industry more workers. He 
aiculated that the industry meeded about 150,000 workers 
Nitin the next eighteen months, . This is the figure accepted 
y Most experts—though without improvements in produc- 
on methods within the factories it might prove insufficient. 
puch a programme means increasing the labour force from its 
‘esent level of 162,000 to 300,000 or more by the spring 
' 1953 when aircraft production will be fully under way. 
ince a proportion of women and unskilled workers can be 
mpioyed this total would mot appear to be beyond attain- 
ment, but the industry is proving peculiarly unattractive to 
sbour and the rate of recruitment is actually falling. Be- 
cen January and February the number of workers increased 
» 200; in July the increase was down to 900, although 
ee ™~ some improvement in August with a net gain of 
900, Some companies ar i loss 
t workers each pL ar ape eres od is ihaoe 
at London, have no great difficulty in getting extra 
en as they are required. With sub-contracting of com- 


ponents and also of complete airframes and engines so widely 
Pread throug 


eat, as well 


hout the industry, this unevenness could dis- 

as delay, ~production. oe 

The foresight shown b the Ministry of | in the 
tools on time has clearly 1 

in the gathering of workers to man the machines. 


POvISION of mach; 
machine 
patched j : 
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But is the industry entirely fair in putting this 
responsibility, in the first case, upon the government ? So 
far the shortage of raw materials used in the. “ inessential ” 
engineering industries has not effected the automatic transfer 
of men from those industries upon which some authorities 
in Whitehall counted. But jit may be asked what there is 
about the aircraft industry that makes workers prepared to 
work short time in other branches of engineering rather than 
enter aircraft factories, Lack of housing is one obvious 
explanation, particularly in areas without much local labour. 
Some houses have already been built specifically for aircraft 
workers in the Cheltenham district, and the same policy may 
be followed elsewhere. Fear about security of employment is 
probably also partly responsible. The aircraft industry has 
never been asteady employer ; only last year it was dismiss- 
ing workers in hundreds. The present rearmament 
programme is avowedly limited in duration and many men 
would prefer to tide over a slack period with their present 
employers rather than face unemployment in 1954. This 
fear might be exorcised if the industry could demonstrate 
conclusively that it has a. potential export market for military 
and civil aircraft large enough to keep it working at a reason- 
able pressure when rearmament is over. The third and 
possibly most important reason for the industry’s unpopu- 
larity as an employer may be the level of its wages. The 
aircraft industry adheres to wage rates laid down by the 
Engineering Employers’ Federation that. are at present the 
subject of negotiation. Openly or by subterfuges, many 
smaller engineering employers are paying more. 


* * * 


Good Year for Austin 


The Austin Motor Company’s profits in the ytar that 
ended on July 31st have proved to-be even higher than its 
earnings in the previous twelve months, which were, in turn, 
double those of the year before. Group net profits before 
tax have risen from {4,509,771 to £7,014,755 in 19§0-§1. 
After allowing for tax deductions of £3,821,746 compared 
with {2,481,522 in the previous year, the company is passing 
a larger proportion of this profit to equity shareholders by 
increasing its ordinary dividend from 35 to 45 per cent. 
It is also rewarding the employees who contributed to its 
success: everyone who-has been with the company since 
July 31, 1950, the beginning of its financial year, is to 
receive an extra week’s wages. This higher dividend appears 
to be rather more comfortably covered than last year’s lower 
figure ; distributable earnings are of the order of £ 1,800,000. 
compared with {£670,000 the year before. The appropria- 
tion to general reserve has been increased from {£300,000 
to {£1,000,000, while replacement reserve receives another 
£1,000,000. At the rather depressed market price of 3§s., 
the $s. ordinary shares now give the comparatively high yield 
of £6 8s. per cent. 

The company’s expanding earnings in the past two years 
have been largely due to steadily rising production. Total 
production of cars and commercial vehicles in the motor 
industry was running at a rate of nearly 800,000 vehicles 
throughout much of the company’s past financial year, com- 
pared with 600,000 or so the year before. Excluding tractors, 
Austin is the biggest vehicle producer in the country, and, it 
believes, still the world’s largest exporter os — 
the beginning of 1951, however, shortages of materials have 
steadily reduced the output of the industry as a whole. 
Although the financial effects of this decline may have been 
partly offset by the general increase in British car prices 
early in the year, the fall is expected to continue throughout 
1952. Austin is one of the companies with defence contracts— 
in this case fot’a newly-designed jeep—but these orders are 
small compared with the company’s total capacity. Higher 
prices might still offset lower earnings due to a reduced 
volume of production next year, for although there are signs 


of increasing competition in export markets the industry, 
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and this company in particular, should have little difficulty 
in selling every vehicle that can be produced. There are 
grounds for believing that in recent years the British motor 
industry’s anxiety to sell abroad has sometimes led it to 
under-price its products. 


. * * 


Pulp for Rayon 


The decision of Courtaulds Limited and the Italian 
rayon producer Snia Viscosa to start a joint venture for pro- 
ducing wood pulp in South Africa will eventually relieve 
these companies of much of their present irksome dependence 
on Scandinavian pulp supplies. Almost no Canadian pulp 
has been available for European producers in recent years 
and as world rayon output expanded, the growing- demand 
for wood pulp has put the Scandinavian producers in a 
strong position which they have fully exploited. In 1937, 
British’ producers were paying an average of {10 a ton for 
dissolving pulp. In September, 1949, the price was £48 a 
ton: twelve months later had risen by less than £4. By last 
September it was up to nearly {105 a tom and at present 
Swedish and Norwegian pulp is being quoted at {114 to 
£115 a ton. Had not the sulphur shortage intervened to 
check the rising curve of world rayon output, demand would 
by now have outrun available supplies of pulp. At the end 
of 1950 some rayon producers were finding it difficult to 
place contracts for all the pulp they needed, even at enhanced 
prices. Courtaulds, therefore, had every incentive to take the 
long view in searching for alternative supplies. 


The South African venture is still in its early stages, a 
company jointly owned by Courtaulds, Snia and the South 
African government’s Industrial Development Corporation 
having*just been registered, The government’s participation 
suggests that the pulp-might eventually be spun locally ; but 
in the first stages it will certainly be taken up by the two 
companies’ factories in Britain and Italy. 


This has been a year of expansion for Courtaulds. Some 
weeks ago the company announced its return to the United 
States as an active rayon producer ; last week it announced its 
decision to start producing cellulose film in Canada, where it 
has been producing rayon for nearly 30 years. But at home, 
the industry’s output in September did not show as big a 
seasonal recovery from the August figures as might have been 
expected. The total output of synthetic yarns, which includes 
about 800,000 pounds of nylon and a small quantity of other 
fibres like “terylene,” was 31.7 million pounds, compared 
with 30.2 million in August and 34 million in July. This 
may, of course, simply be due to an extension of summer 
holidays into September. It is certainly not due to any fall 
in the demand for yarn. The producers’ order books are still 
extremely long ; though the present slackness in retail trade 
may help to reduce these to a comfortable length. Some 
weavers, however, are making up the yarn into linings and 
similar cloth for which there is a steady demand and which, 
unlike dress fabrics, can be kept in stock indefinitely without 
risk of fashion changes. 


* * * 


Depression in Textile Sales 


There now seems small prospect of a revival in retail 
sales of textiles before the spring. When the public’s 
six-month buying spree ended abruptly in March, retailers 
and wholesalers alike were caught with heavy stocks of 
high-priced goods. The existence of these stocks, and the 
marked reluctance of the public to buy them, has tied up. 
the capital of the small retailer and made even the biggest 
stores extremely cautious in ordering autumn and winter 
goods. The wholesale textile index 1s a reliable indication 
of the way things are going. The latest figures are for 
September, the month when winter goods are being 
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se they —— were actually 
tember 1950. index itself (1947 = :00) 

110 in August to 151 in September ag ihe aaa 
of 1950 it moved from 108 to 178. The fall in the vol 
of sales is even larger than these figures suggest. for or. 
have risen considerably in the intervening twelye ae 
in some cases by as much as 30 per. cent. Stocks, on the 
other hand, are still much higher than twelve months 
The September figure—again based on value—js 237 com 
pared with 171 twelve months earlier. Retail clothing 
stocks, too, are about 14 per cent higher than they were this 
time last year. ; 


Bad weather cut sales of summer clothes and tp 
mild autumn threatens to have an equally disastrous effect « 
winter sales. But weather alone cannot be held wholly 
responsible for the continued depression. There are yp. 
mistakable signs that the new, higher textile prices ap 
more than the public is able to pay. Simply to blame thi 
on to events like the Dalton episode is to misread all the 
evidence of past months, which has pointed to growing pri 
resistance, first affecting durable household goods {iis 
carpets and blankets but now extending to consumable item; 
such as clothing. ‘In consequence, clothing manufactures 
have not only been receiving fewer winter orders, but they 
are getting cancellations of those orders even from thei 
biggest customers, In the clothing and shoe industria 
generally there is -a good deal of short time working 
and many cases of actual dismissals. One of th 
members of a deputation from clothing companies belongigg 
to the National Union of Manufacturers, which is going 
to ask the committee reviewing purchase tax to replace it 
by a 73 per cent flat sales tax on all garments, said hay 
week that from lack of orders his wage bill today is haf 
what it was six months ago. Should this continue, som 
workers may at last be diverted from consumer industria, 


lower than jg 


* * * 


Earning Power of Shipping 

One of the last acts of the late Government was to ak 
the Chamber of Shipping to carry out an inquiry into ty 
foreign exchange earnings of the British shipping industry 
during 1952. The last time this was done was in respect 
1947: the results showed that British shipping during thi 
year made a net contribution of £60.3 million to the United 
Kingdom balance of payments. This year it is unofficially 
estimated that the net earnings of foreign exchange bem) 
brought in by British ships are in the region of {150 milla 
—excluding the net earnings of the tanker fleet. Since i} 
industry has been given advance warning of the 1952 inquiff 
it should be possible to strike a trial balance at the end di 
each month, which will give as early as possible a wart 
of the trend. One factor that is likely to militate agaus 
any increase in foreign exchange earnings is the decliaitg 
tonnage available. & 

This is illustrated by the Ministry of Tiansport figue’ 
published in the Monthly Digest of Statistics. The follows 
table gives figures for ships of 500 tons gross and 0 
registered in the United Kingdom and Colonies :— 


Date Non-Tarkers Tankers 
(000 tons gross) _ 

September 1939 14,313 3,064 
September 1950 13,545 3,873 
September 1951 13,329 4,173 


While the tanker fleet is now 1,109,000 tons gross lar 
than before the war, the dry-cargo fleet has declined ' 
984,000 tons. In view of the enormous expansion It 
demand for oil since the war, it was inevitable that prom 
should have been given to the building of tankers, but = 
is cause for concern jin the fact that the dry-cargo 
actually continuing to decline. In the last twelve my 
tankers have increased by 300,000 tons gross, Dut there” 
219,000 tons fewer dry-cargo ships than there were # 

tember, 1950. The non-tanker figures for both year © 
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In the end . . . in the natural process of 

trial and error... you will find and 
. fully appreciate ail the good reasons 
. why this tobacco is called... 
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—GET A FULL DAY’S TYPING... 
SAVE THOSE WASTED HOURS AND 
MAKE LIFE EASIER FOR YOUR STAFE 





TheEMIDICTADicta- fe 
tion Machine is made 3 
by the E.M.I. Group 
(His Master's Voice, (imma 
Marconiphone, iam 
Columbia, etc.) mas- jie 
ters of the art of re- 
cording and sound 
reproduction. . 
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Send for Free Brochure or let us arrange a demonstration in your 


office 


Phone or write 


E.M.I. SALES & SERVICE LTD. 


Emidicta Division, Dept 28 


363-367 Oxford Street, London, W.1.. Telephone Mayfair 8597 
Grosvenor 7127/8 
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HAVE SOMETHING 


SOLID 


BEHIND YOU 





Investors, both large and small, have 


the assurance of complete security for 
money entrusted to this Society. 
Capital never fluctuates, earns 21% 
per annum with income tax paid by 


the Society, and is accessible on 


short notice. 


Funds exceed £64,000,000 
INVEST YOUR MONEY WITH THE 


CO-OPERATIVE 
PERMANENT 


BUILDING SOCIETY 


ESTABLISHED 1884 


NEW OXFORD HOUSE, LONDON, W.C.1 




























Lend strenst 
to Britain 


The maximum holding of Defence Bonds has 
been increased from £2,500 to £3,500 (in 


cluding all previous issues). 


5% Defence 
Bonds 


You can also Lend Strength to Britain by inves'"® in 
National Savings Certificates or by deposi! : in the Post 






Issued by the National Savings Committee 
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gust be mentioned, include cargo ships owned in Canada 
put transferred to U.K. registry, and this accounted for as 
aych as 678,000 tons of the 1951 total. Meanwhile the 
oonage under construction for British ownership is now 
approximately equally divided between tankers and non- 

nkers, but the rate of obsolescence is, for the time being, 
f, higher for non-tankers. Statistics published by the 
Shipping World show that at the end September there 
re more than 1,300,000 toms gross of ocean-going ary- 
go ships of 20 years of age or more. If the useful life 
fa tanker is assessed at only 1§ years, the tanker tonnage 
fue for replacement amounted to only 690,000 tons. 
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fraining the American Worker 


For more than two years productivity reports have been 
smiliarising Britain with one outstanding industrial asset 
st the United States possesses in abundant supply—a re- 
warceful and energetic average worker, flexible in skill and 
his mental approach to production. One team sent by the 
\aelo-American Productivity Council has just reported upon 

shaping of this unrivalled asset—the training for employ- 
pent of the American worker. 


| Much that distinguishes the American worker from his 
igh counterpart is inherent before either. receives any 
necific training: “differences of approach, of environment 
prosperity. of relationship between, employer and 
ployed.” Against the background of an almost insatiable 
sme market, the ambitious individual is not frustrated— 
ihe readily accepts a way of life in which his prosperity is 
irectly proportioned to his own efforts and ability.” Upon 
hat human material is brought to bear the American educa- 
onal system—with a large proportion of young people in 
igh schools until they reach 17 or 18, with vocational educa- 
on following the actual pfactice of industry rather than that 
the professional engineering school, and with most of the 
est pupils entering industry (most of Britain’s best. pupils 
mer the professions). Vocational, like general, education 
ems “broader and shallower than in Britain,” with pupils 
sing trained to be effective:in a particular occupation rather 
an to be deeply knowledgeable ; there was a division of 
pinion within the British team over which policy was the 
et, but the majority favoured the American. 
Apprenticeship in America is distinguished by an almost 
bmplete disregard of the upper age of prospective appren- 
es; men can start up to the age of 35. Commending this 
stem, the team suggest that its adoption might enable exist- 
g periods of apprenticeship in Britain to be shortened ; so 
ght the following of American practice in awarding credits 
r previous vocational training, thus enabling an apprentice 
shorten his shop training. In the United States apprentices 
often indentured to a local joint apprenticeship committee 
aes than to one emp‘oyer ; this enables transfer between 
mployers, if necessary, to ensure the apprentice a fully 
lanced training. The report describes two American 
‘thods of training that epitomise the country’s wholly 
pincal approach to manpower, as to machinery. Upon the 
mula that every professional man needs up to seven tech- 
= working for him, technical institutes have been estab- 
vee rain men and women to exactly the degree required 
stead of under-employing university graduates or asking 
Much of tradesmen. A second instance is the training 
“m at Kelly Air Base, an air force store and main- 
pance depot in Texas, Here the overhaul and repair of 
dreds of items is “ de-skilled ” onto production lines: the 
oy man operatives at the base are each trained at every 
hy ong the overhaul line for-one’piece of equipment, then 
* to other lines overhauling similar but differently- 
ae equipment. This cross-training, which is carried 
E Hace all 's supplemented by theoretical instruction. 
ory. WOuld appear to be a journeyman mechanic of 
at adaptability and wide experience, albeit not highly 
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qualified in the theory ofthe work he can do effectively. Such 
a worker is perhaps the ideal of the American production 
system: the British team, were greatly impressed by this 
method of training, but comment that the conditions for such 


a system “are likely to occur in Britain only in times of 
national emergency.” 


Shorter Notes 


Figures published by the Economic Commission for Europe 
show that this year’s fall in retail sales is not confined to 
Britain. The index of textile sales (corresponding period 
of 1950 = 100) shows a marked fall in trade in all Western 
European countries between the first and second quasters 
of the year, where under normal conditions a rise would 
have been expected. The biggest fall was in Western 
Germany, where sales dropped 53 points, from 149 in the 
first quarter to 96 in the second. The fall in Belgium, 
the Netherlands and Austria was one of about 40 points, sales 
in the first two countries fell from around 120 to 80, in 
Austria from 154 to 115. The Norwegian, Swiss and British 
indices fell the least, by an average of 20 points, the British 
figures dropping from 115 to 96. Textile production has 
been cut back in those countries where the fall in sales has 
been the most marked. 


* 


_ The Railway Staff National Tribunal has awarded a wage 
increase of 8 per cent to 442,000 railway workers. This will 
cost British Railways an estimated £14,500,000 a year. Last 
July the railwaymen asked for a wage increase of 10 per cent, 
an increase of £18 million. The Railway Executive offered 
them a § per cent increase instead, which would have cost 
£9,§00,000. The new award is to date from September 3rd ; 
besides the flat pay~ increase, it contains provision for 
increases in weekend rates. 
* 


Some progress in the almost interminable final stage of 
coal compensation is reported from three of the larger 
colliery districts. In South Wales acceptances of the volun- 
tary scheme of valuation, prepared by a committee from the 
former coalowners, now cover moreWhan 96 per cent of the 
district’s output, and arrangements can now proceed for an 
early distribution of the total sum—{14,231,000—awarded 
for the district. In Durham, more than 99 per cent of the 
former coglowners have agreed to the appointment of three 
assessors to value their collieries before the end of next 
April ; also, and more important, they have agreed to accept 
these valuations without appeal. In Yorkshire a scheme for 
valuation of colliery assets by an independent panel—a some- 
what similar scheme to that accepted in Durham—is now 
being discussed. 


& 


With steel output in 1952, even at a rate little higher than 
this year’s, dependent upon home iron ore supplies of some 
16 million tons, output from the Midlands ore workings is 
being built up. At Corby, Stewarts and Lloyds have just 
brought into operation their “ W.1400,” the largest walking 
dragline in the world, and indeed one of the most massive 
single pieces of machinery ever made. This 1,600 ton earth- 
moving machine, designed by Ransomes and Rapiers, can 
strip the overburden in the Corby opencast workings to a 
depth of 100 feet with a 282-ft jib ; this will greatly lengthen 
the period during which the ‘ironstone will be obtainable by 

i ertheless, the time is not far removed 
when Stewarts and Lloyds will have to go underground, 
which will increase the costs of this low ore; already 
plans are being prepared for two, mechanised mines in the 
area. 











anew Aidt, array 































re 3 








yer z SE. 


\ 


i 
i 


i 


J 
it 
"i 


THE ECONOMIST, November ig 195] 














GRINDLAYS BANK L” 


(Established 1828) 


BANKERS AND AGENTS 


Head Office 
54, PARLIAMENT STREET, LONDON, S.W.! 


GRINDLAYS BANK LTD. CAN PROVIDE 
BANKING FACILITIES OF EVERY DESCRIPTION 
INCLUDING FINANCING OF TRADE WITH 
INDIA, PAKISTAN, BURMA AND CEYLON 


SHIPPING, TRAVEL AND INSURANCE DEPTS. 
at 9, TUFTON STREET, S.W.! 
and * 
INCOME TAX, EXECUTOR AND TRUSTEE DEPTS. 
at 1, BRIDGE STREET, S.W.1 


a 
Overseas Branches 
BOMBAY CALCUTTA MADRAS DELHI 
NEW DELHI SIMLA 
KARACHI PESHAWAR LAHORE QUETTA 


RANGOON COLOMBO 








ESTABLISHED {810 








Over three hundred Branches and 


Sub-offices in Scotland and three 
Offices in London 


CHIEF OFFICE: 062 LOMBARD STREET, £.¢3 
KINGSWAY BRANCH, IMPERIAL HOUSE. Wica 
WEST END BRANCH; VIGO HOUSE. 15 REGENT STREET y, 


THE COMMERCIAL BANK 
OF SCOTLAND LIMITED 


HEAD OFFICE: 14 GEORGE STREET, EDINBURGH 
GENERAL MANACER: SIR JOHN MAXWELL ERSKINE, (8.5, DJ 









































GUINNESS, MAHON & CO. 


MERCHANT BANKERS 


ESTABLISHED 1836 


53, CORNHILL, LONDON, E.C.3. 





GUINNESS @&© MAHON 
17, COLLEGE GREEN, DUBLIN 





GUINNESS MAHON 


REPRESENTATION CO. INCORPORATED 
115, BROADWAY, NEW YORK, 6, N.Y., U.S.A. 
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STANDARD BANK 


oF SOUTH AFRICA uit] 


Bankers in South Africa to the United Kingdom Government. |anker: to de} 
Governments of Southern Rhodesia, Northern Rhodesia, Nyasaland and Tanganyila, 


Capital Authorised and Subscribed - £10,000,000 | 
Capital Paid-up - - - = - £5,000,00 | 
Reserve Fund - - + = = €5,000,000 


10 CLEMENTS LANE, LOMBARD STREET and 
77 KING WILLIAM STREET, LONDON, E.C4 


LONDON WALL Branch—63 London Wall, ECL 

WEST END Branch —9 Northumberland Avenue, W.Ci 
NEW YORK Agency—67 Wall Street. 
HAMBURG Agency—Speersort, 6 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA} 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN 

RHODESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA 
ZANZIBAR AND PORTUGUESE EAST AFRICA 


Banking Business of every description transacted 
at all Branches and Agencies. 
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Company Notes 


John |. Thornycroft.—In the shipbuilding 
ing industry, simce contracts 
two or three accounting 
--to-vear comparisons of profits 
> he on unreliable guide to the 
- trend. If accounts credited in 
laved settlement of contracts 
before the beginning of 
| year are excluded, group 
Thornycroft have fallen 
o £685,523. But if the 
- bought imto account, the 
ence has risen from £1,049,082 to 
i figure of £1,160,523-—-which may 
tive movement, The com- 
ted its half centemary as a 
by declaring a final dividend 
of 10 per cent on the ordinary capital of 
(600,000, as cot bled by the 100 per cent 
honus issue, in addition to the interim divi- 
dend of 10 per cent on the original capital 
of (300,000. In effect, allowing for the 
bonus element, this represents an advance 
of 2} per cent to 15 per cent. 
to equity shareholders is the 
and somewhat gloomy 
comment upon the future. Shortages of 
materials and Jabour, which the rearmament 
programme has made particularly acute, will, 
Sir John E. Thornycroft believesy” fve “a 
very serious effect in reducing turnover and 


gnd ship Tepa 


Less pleasing 


enairmans reausue 


Years to July 31, 


1950 1951 
msclidated Earn é £ 
Trading profit 784,682 685,523 
lotal income . 1,070,188 1,191,924 
Depreciation ene 107,085 99,116 
Taxation we 652,897 722,741 

roup earnings for ordinary stock 242,969 BOG OS5 
Ordinary divx Ey 41,250 47,250 

( ividends (per cent}... 25 15a 
Ret ries ee 133,917 131,121 
eneral reserve ; we 105,035 200,000 
Added to carry forward........ Dyv.$7,233 Dyr.72,286 

Ba nalysis :— 

Fined assets, Jess depreciation .. 714,148 701,535 
Net current ass ..+« 2,121,264 2,529,072 
Stocks . ...e. 1,476,505 2,003,184 
Cash .. 1,340,861 1,366,393 
RESETVES -s++ 2,105,479 2,203,279 
Ord 300 


id. yields £4 I8s, per cent. 
nterim 10 per t on capital of £300,000 and 
bal Cf 10 per cent on capital of £600,000. 





creasing costs.” As the company has made 
ensiderable efforts to improve its overseas 
aes and service organisation, this is 
specially disappointing. Sir John is not the 
rst chairman to comment adversely upon 
he restrictive practices of labour in the docks 
d shipyards, but he puts the case im a 
buishell when he condemns the unwilling- 
ss “to depart from the conservative 
acation rules which were imposed by 
umons in the years when there was 
ponsiderable unemployment in the country.” 

for the company’s interests in the con- 
ftruction of commercial yehicles, prospects 
Pear to be rather brighter, for the com- 
any now appears to be concentrating upon 


ne of the heavier specialised 


Hl sect he , 
All sections of the company are taking 


on Part in the rearmament programme, 
a pt ogee se pee pe sae 
Outlay m 1 Vin an 
wikdngs and plant.” Thee were” capital 
, ore of about £86,000 outstanding 
wr ya the financial year, and in addi- 
“« Girectors have authorised a three to 
2 Saal 25 of renewals and exten- 
vol 1h cost £250,000 at present day 
ona tse outlays, apart from further 
ake an: ," overseas subsidiaries, will 
considerable inroads into the ca 
sources of the group, so that additional 
“fies be needed, “ as under the present 
; to oe of taxation, it is quite impos- 
bet thet ao tae to reserve sufficient. to 


$ Made ig 


mands.” The new issue when 
ukely to be of ordinary shares. 


Ind Coope and Alisopp.—Attempts by 
the brewing industry to arrest the decline in 
beer consumption, now down to 1938-39 
levels, have been mainly concentrated upon 
increasing the production of the more popu- 
lar bottled beers, which now account for 
about one-third of total output; efforts are 
also being made to reduce working costs. 
Ind Coope was one of the first Companies 
to adopt these two lines of attack ; last year’s 
increase in profits was attributed by the 
chairman to “growing demands for bottied 
beer, in particular Double Diamond, and to 
economies in production.” A third factor 
of some importance to such a company as 
Ind Coope, which trades on a national rather 
than a regional basis, is to spread its interests 
as widely as is geographically possible ; 


Years to Aug. 21, 
1950 1951 
Consolidated Earnings :—~ { i 

Trading profit... .............. 2,621,915 2,580,916 
RD MONG oe ks i dabidk ci ctacs 2,673,947 2,876,246 
DOMINION os idee ices bacens 463,501 407,133 
Taxation : 04 Sa CONE EER 764,742 941,667 
Earnings for ordinary stock {a).. 566,533 823,230 
Ordinary dividends $97,879  479,9 


Ordinary dividends (per cent) .. 30 3 

Revenue reserves... Padawan’ 119,695 

Added to carry forward... . $91 73 

os. ordinary stock at 248. Od. yields £6 5s. per cent. 

(a) Parent company only. 

perhaps this was in mind when it acquired 
last year Parker Burslem and Lonsdale and 
Adshead breweries. The success of the 
company’s efforts can be measured by the 
slightness of the decline in group trading 
profits, from £2,621,915 to £2,580,916, in a 
year when increasing costs of distribution, 
materials and wages may not have been 
offset entirely by the rise in the selling price 
of beer. 

On the assumption that the year’s reserve 
appropriations are freely available for distri- 
bution—and this might not be the case— 
the earnings cover on the maintained 
ordinary dividend of 30 per cent is only 
moderate. The group should be less vul- 
nerable than some of the smaller regional 
breweries ; but the bottled beer sector of 
the industry has its own difficulties to face 
—shortages of bottling plant and crown tops 
have, for example, still to be overcome. 


os 


ta 
tw 
—3 
~~ 
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Montague Burton.—In a year when the 
volume of trade was the highest in Montague 
Burton’s history, growp net profits before tax 
have jumped from £924,095 to £2,278,122 
but distribution on equity capital has not 
been increased. For the year ended March 
31st last the ordinary dividend has been 
maintained for the sixth consecutive year at 
12 per cent. After providing £1,241,613 
(against £373,869) for taxation, group net 
profits have almost doubled, rising from 
£550,226 to £1,036,509, so that equity share- 
holders must consider the company’s divi- 
dend policy to be highly conservative. 

The key to such conservatism in the 
matter of dividends may be a concern on 
the part of directors about the future. Of 
this—if indeed it exists—there is no sign 
in the preliminary profits statement, which 
fails even to detail the appropriations to 
reserves. Shareholders learn that group 
capital reserves have advanced by £666,523 
to £3,420,271; but .the increase mainly 
represents a surplus arising on changes in 
tenure of freehold and leasehold properties. 
Pending the chairman’s speech and the full 
accounts, sharcholders may surmise that the 
rise in turnover in the latest fmancial year 
may have been due in part to a scramble by 
consumers to buy goods before prices rise 
again ; and-they may reflect that the advance 
in profits might easily be reversed in an 
overstocked market subjected to disinflation. 
But they may still wonder whether such 

necessitate a ploughing back of 
on this scale. 
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SECURITY PRICES AND 
YIELDS 


Net 
British Funds Price, | Price, | Yield, | {70S 
Oct, 31,| Nov. 7, | Nov. 7 ag 
*1* » iy Nov. 7 
Guaranteed Stocks 1951 1951 3951 1951 . 
m) 
’ fg @& it & a, 
War Bonds 24%...; 101 | 100% as 013 9e 
Mar. 1, 1951-53 | 014° 21,21 3S 
War Bonds 25%... 101 10037 | 015 9e 
Mar. 1, 1952-54 | 019 7:2 5 3 
Exchequer Stk. 23%} 101} 1Ol® | 014 81117. 5 
Feb. 15, 1955 
War Bonds 24% ...} 102) 1024/50 9 2'114 Te 
Aug. 15, 1954-56 | :016 2:2 010! 
Funding 2]%......| 1014 | 109° |0 7 4/1 9 Oe 
June 15, 1952-57 | 1 6 6/212 Ol 
Nat. Defence 3%...| 103§ 1035 |}011 912 3 2 
July 15, 1954-58 | \1 3 4/212 103 
War Loan 3%.....| 1038 | 1024 15018 91/2 7 4e 
Oct. 15, 1955-59 | 1 5 0.1213 4! 
Savings Bonds 3%.} 97 63 (|214 Tr4 5 Ge 
Aug. 15, 1955-65 | 1 18 4; 2. 8 2 
Funding 24%... .. 973 963 24613 9 2 
Apnil 15, 1956-61 | | 115 1;219 Til 
Funding 3% --«-| 92) | G1H'216 014 GB Se 
April 15, 1959-69 | 2 2°9)33 132 i 
Funding 3%... ... | 94 of |2 2 1;312 Se 
Aug. 1, 1966-68 | i 2 t.0:t3 ue Si 
Funding 4%.......| 103§ | 1033 113 3\:310 & 
May 1, 1960-90 | (219 -5\;316 Ti 
Savings Bonds 3%.} 91 | 914 | 214 1/4 4 lGe 
Sept. 1, 1960-70 | 2 211/313 51 
Savings Bonds 24%) 899 | 8 [2 6 9312 2 
May 1, 1964-67 | | 231;3 8 6 
Victory Bonds 4%.| 1049 | 104 (116 1/313 &s 
Sept. 1, 1920-76 | 
Savings Bonds 3%.| 89) | 89 |210 3/}4 1 5e 
Aug. 15, 1965-75 | 12 3. 3;3 14 3 
Consols 4% ..... | om | 92 123 814 3 OF 
(after Feb. 1, 1957)} | i 
Conversion 34% ...| 87 | 8% |2 2 5/4 06 11/ 
{after Apr. 1, 1961) } i 
Treasury, Stk. 24%.| 63h | 633 | 2 1 8) 319 7f 
(after Apr. 1, 1975)! 
Treasury Stk. 39%..| 75) | 744 (2 2 4/4 0 10/ 
{after Apr 5, 1966)! : 
Treasury Stk. 34%.) 958 | 934° | 2 210/327 2e 
June 15, 1977-80 224/316 8 
Redemp. Stk. 3%..| 838 | 828 |2 6 1/318 Te 
Oct., 1986-96 23 943136 51 
War Loan 33%....| 85% 85° |2 3 2\4 2 2f 
(after Dec. 1, 1952)| 
Consols 24% ...... | 648 | 64 2010;'318 Of 
Brit. Elect.3%Gtd..| 9 | 8) |2 7 3/318 Oe 
April 1, 1968-73 | | 241;);3% $i 
Brit. Elect.3%Gtd..| 89) | 82 (2 4 7/315 Te 
Mar. 15, 1974-77 | | 23 4;,;36 4l 
Brit. Elect.34%Gtd.| 963°} 949*°(2 2 2/316 6¢ 
Nov. 15, 1976-79 | | 21 8;);316 ill 
Brit. Tpt. 3% Gtd..| 83g | 83% 29 2;4 Ne 
July 1, 1978-88 | 25 4\:318 3 
Brit. Tpt. 3% Gtd..| 90 | 8) |2 7 3,318 Ge 
April 1, 1968-73 ; 2.4 1;)314 $i 
Brit. Gas Gtd. 3%..| 822 | 812 | 2 510,318 Te 
May 1, 1990-95 | 24 8/317 6) 
Brit. Gas Gtd? 33% .| 98 | 98 11911;36@ ke 
Sept. 10, 1969-71 | | 119 8; 3 13 10! 
Brit. Iron & Steel eS as Se 
3 1» Sa See pars aes | ; s€ 
Pee ia; 1979-83 | 21101316 9! 


(e) To earliest date. (/) Fiat yield. ()} To latest date, 
(sn) Net yields are calculated aiter allowing for tax at 





Gs, 6d. im {. (s) Assumed average life 15 years 2 months. 
* Ex dividend. 
Last Two Pee Perea 
rat Price, | Price, | Yield 
Dividends ertiaery — oct. 31,),Nov. 7, Nov. 7 
’ : 1951 | 1951 | 1952 
fa) ®) © 
oe. 7 epee 3 { sd 
é | $ a\Anglo-Am, 1o/-.| 78 7# | 316 10 
25 6b} 5 @Anglo-Iran {1.. 54° 54° § 9 1 
20 c| ‘ThalAssoc. Elec. {1. 92/6 | 90/- |4 8H 
2t4c| Tha\Assoc.P.Cem.£1,108/9 107/6 |5 2 4 
35 «| 45 ciAustin 5/-..... 33/9 | /- |6 8 7 
720 b} 5 a Bass {1 ....... 148/14 1453/9 |612 2 
40 ci 5 a Boots 5j-...... | 26/3 | 26/3 |3 16 2% 
9 ¢ 7 a Br. Celanese 10/-, 40/9* 36/6" | 2 6 9 
12 | 8 a Br. Oxygen{].. 6/6 4/6 |4 4 8 
5a} 7$bCoats {1......- 60/- | 58/16 | 4 6 0 
636; 5 @'Courtaulds {1..| 49/9*') 49/6" | 4 10 il 
Ghai 16}b (Distillers 4/- ...; 23/- | 22/3 | 4 ON 
15 ¢, 1?$cDunlop {1..... 6/- | 63/9 |5 9 9 
10 c| 12$c'Ford {1....... 56/10} 53/15 | 4 4 1 
I7pe| 22hcGen. Elect. {1..| 95/6 | 94/6 | 415 3 
21 b| 11 a Guinness f1.... 2145/74 144/44 | 4 8 11 
15 a) 17}b\Hawker Sid. £1: 37/6 | 37/6 | 5 6 & 
9b 3 a@imp. Chem. £1.: 51/10}; 51 10}, 412 6 
18}5| 13a Imp. Tobacco {1/100/- | 98/9 |6 9 7 
74b| 5 aLancs.Cotton{]) 44/43 | 43/14 515 02 
10 ¢| 13)¢ Lever {1 ...... 55/ 53/9 |5 0 6 
15 ¢| Tha ben. Brick £1..| 62/6* | 61/3 | 417 
15 a! 60 }\Marks&Sp.A5/-| 9/6 | 95/- | 31801 
8d) 8a@P.&O. Def. {1.| 47/6 4/6 | 4h & 
Tha| 17}0/P. Johnson 10/-.| 44/- | 44/- | 513 8 
#5 al +74b\"Shell” Stk. £1. | 95/7) | 94/44 | 5 0 10 
1246, 2}a'Tube Invst. 41. | St | 6b +327 @ 
20 c} 5 aT. & Newall {1. 100/75 | 96/3 | 4 3 2 
8 c| 10 c\Umion Castle 41) 41/- | 41/- | 407 7 
60 cl 20 aU.SuaBetong I) 69/45* 65/7415 4 9 
10 B} «= 2faiVickers {1..{..| 48/9 | 49/ 5 1 
2746} 15 ai\Woolworth 5" .| 46/9 | 46/- [412 5 
(A) Yield basis 20% after capital bonus. (h) Yield basis 


%. (p) Yield basis 103% after capital bonus, 
{ Free of tax. 


* Ex dividend. 
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EXCHEQUER: RETURNS 
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ReEcEIrTS 
For the week ended November 3, 1951, total | Tax Reserve Certs. 12,541 | Treasury Bills .... 2,409 
‘ > Other Debt :— Nat. Savings Certs. 300 
ordinary revenue was /£95,100,000 against repartee ears 2,080 | 2§% Def. ds.. 1,170 
ordinary expenditure of £68,497,000 and 3% Rag pee Se ‘tn 
issues to sinking funds £609,000. Thus, Give net teas ‘ 
including sinking fund allocations — of Advances ...:.: 790 
{12,057,000 the deficit accrued since April 1, Tees 
1951, is {56,094,000 compared with a surplus Liars ’ 
of {89,629,000 for the corresponding period 
+ + 4 aur) ~ . 
of the previous year. FLOATING DEBT 
ORDINARY AND SELF-BALANCING REVENUE (£ million) 
AND EXPENDITURE - 
Receipts into the Treasury Ways & Means | Treas. 
, Gudea Bills Advances De- Rnd 
({ thousand) Date Br Pesan posits ing 
q - es | Bk. of | by 
| Esti- a | Public | Debt 
ae | mate, Aprit 1,\April 1) Week Week Tender! Tap Depts. | Eng- | Banks 
teiireis Be | 1950 | 1951 ended | ended * | _jand -. 
i to | to | Nov. | Nov. Toso 
Nov. 4,,Nov. 3) 4, 3, Nov. 4}3189-0/ 1885-7] 353:3| ... | 575-0 [5992-0 
roo | 1950 | 1951 | 1950 | 1951 1951 
j ; ’ Aug. 4) 5220-0 | 2187-7] 320-7 pot 344-5 | 6072-9 
= ‘mmdasduse| ¢ Heesicet el = Tete 
REVENUE | " 18) 3230-0 . . is . 
Sertax .- eae vane "138,000 442,502 520,825) 12,854; 17,155 | 25) 3230-0| 2255-7) 291-2) -.. | 326-0 | 6101-9 
o ong } sear * , ' ’ i 
Estate, tc, Duties sap as a {soo | Sept 1}3240-0| 2277-7] 326-7 |... | 290-0 | 6134-4 
sone wid ns pot Be, » 8 3240-0/ 2301- * 3 ae . . 
ProfitsTaxi&E P.T. | $12,650] 166,920| 185,10 6,400, 7,700 |» 46 5240-0 | 2368-4 328-2 | 265-0 | 6201-6 
” 2213240-0| 2364- . ae . . 
SpecialContributn. 1,500 3,300 1,89) 100 40 a 5506-3 342-41 | 290-0 | 6228-7 
Total Inland Rev. 2302400 791,532; 896,510) 24,954, 30,093 Oct.  613240-0/| 2425-2] 347-6 PN 250-0 6262-8 
: j 13} 3240-0! 2471-1) 356-6 eas ‘ : 
Customs, ..s.se 950,500] 523,165 581,382) 17,727) 13,105 ” ike x z 5 ; 
Excise ......+1+-| 720/500] 440,331) 466,52941,8151 44/461 |» 2015250-0| 2515-4) 571-0)... | 200-0 | GARB & 
oe << xs } J ; oes 
“otal Customs and i Td on. ‘ " i 3 
“Excise seed '1651000] 963,496|1047909 59,542 57,566 | Nov. 5) 5270 o| 2285-4] 330-0 wend tose 
Motor Duties ..../ pope 12,964) poe 1,449, et 
Surplus War Stores; 20, 25,131 25,96 810, 
Sorpl’sfrom Tradg.| 50,000 30,974 ORUGE Scat: sn TREASURY BILLS 
P.O. (Net Receipts) 5,400 1,100) 3,300 200; 1,300 {£ million) 
Wireless Licences. / pee oe 6,500)... 1,300 7 
Sundry Loans. !.. | 27, 9,170; 19, 1,022) «2. : t LA Allotted 
Miscell. Receipts. .| 105,000) 55,418 52,799 ‘465 2661 | Date oe} = mr" Rate at 
“ende 
Total Ord. Rev....4236400}1905786 2152846) 88,4401 95,100 Legend aN Applied a notted Atak te 
SELF ALANCING 
Post Office ....../ 179,431] 98,900, 105,900] 4,300, 2,700 | —ygzn 
Income Tax on Sg : 149. Ri 9. 
E.PT, Refunds) 490 5,790 3454 142 142 | NO. 3 | 2800 | “ANT | St wdltainls  .: 
i aad canine okaavenion od Aug. 5 | 240-0 365-6 | 240-0] 10 2-45 |. 50 
Otel esac ewes 442075142010476 2 2242197 92, 882 97, 942 » 10 | 260-0 | 354-1 | 260-0 10 2°78 62 
» 11 | 260-0 341-4) 260-01 10 5-02 68 
issues out of the Exchequer » 24 | 260-0 | 318-7 | 260-0 0 3% Li 
j : to meet payments » SL 4 250-0 | 542-8 | 250-0 10 2-87 63 
| eee fe ee Sept. 7 | 260-0 | 346-0 | 260-0] 10 2-95 | 66 
Racial | Est lAprit 1, April 1] Week | Week , 14 | 250-0 332-1) 250-0] 10 3-07 67 
xpenditure osha 1950 | 1951 fended | ended » 2h | 240-0 335-9 | 240-0] 10 4-87 23 
x to to Nov. | Nov. » 28 | 260-0 | 338-7 | 260-0 10° 2-98 68 
INev. 4, Nov. 3) 4, = i i 
ee 1950 1951 $1950 | 1951 Oct. 5 } 250-0 | 327-4 | 250°0 10 3-13 69 
000 
: £ tae: | » 32 | 260-0 365-5 | 260-61 10 2°64 58 
Oxp, EXPENDITURE } 19 | 250-0 | 339-9 | 250-01 10 2-97 64 
Int. & Man. of Nat.} j i . 2 230-0 313-4) 230-04 10. 2-91 
DOM Bk RAR | 535,0001 309,852 308,049 18,897 17,404 . { " “ 
Payments to N.| 3 Nov. 2 | 230-0 | 330-1) 230-01 10 2-38 54 
ireland........ | 38,000 21,414 20,637] 1,282... Ga Novenict aod appication’ae Al day Ge te 
ther Cons. Funds 5, 8 serie sev Poms 7 
Other Cons. Funds 11,000) 4,882, 5,008 ae os w2 paid from November 5 to November 10, 1951, were 
Wetted =. ons | 584,000) 336,148, 334,508 20,228 17,666 | accepted dated Monday to Saturday as to about 54 pet 
Supply Services . . '*3425640}1469307 1842376] 36,900, 50,831 | ceut at £99 17s. Sd. and applications at higher prices 
de | ere accepted in full. Treasury Bills to a maximum of 
sx d. | £260 million were offered on November 9th. For the 
ie tee *aoonendh 805455 2176804 we ge | week ending November 10th the banks were not asked 
i i for Treasury deposits. 
Total (excl. Self- Le 
Bal. Expd.).... 400964071816156 2188941) 57,748) 69,106 NATIONAL SAVINGS 
Set¥F-BALANCING i (£ thousand) 
, if 
pet Cie Hee 179,43] 98,900, 105,900 4,300, 2,700 Totals 30 Weeks | Week 
E.P.T. Refunds) 4,900 5,790, 3,451] 142) 142 S Patomanactl ended 
PER SEA ELAN PERE CRIE Sones iti oF | Oct. 22, 
f Oct, 28, | Oct. 27, 1951 
PORE OS ocase ess 419397 181920846 2298292 62, 190. 71,948 1950 1951 
* Including {6 million of the margin for Supplementary | Savings Certificates :-— 
Estimates provided in the Budget (£160 million). ee Set eagigar ers er 51,100; 96,1 1,800 
Repayments . 6.664.640 76,700} 80,8 2,400 
After decreasing Exchequer balances by {£189,546 to ee im 
$2,990,494, the other operations for the week decreased Net Savitigs \issce isis Dr 25,600, 15,300 600 
the National Debt by £23,981,327 to £26,365 million. Defence Bonds :-—~ . 
Receipts... .... Rae Te 10,025 33,68 1,575 
NET RECEIPTS (¢ thousand) Repayments ......+..... 29,439 42,581) 1,600.4 
Tih Ack: POUR: GD ee oe se eh ries 515 : 
Housing (Temporary Accommodation) Act, 1944. 8,669 | _ Net Savings........... Dr 19,414,Dr 8,89%Dr 95 
—__. | P.O. and Trustee Savings’ 
9,184 Banks -— 
NET ISSUES (£.thousand} Receipts. ....40ii5 reso | 373,856 395,378 12,706 
Post Office and Telegraph (Money) Act, 1950 .... 700 Repayments .......,. ++» | 400,115) 465, . 
Ee ge a as ea aR ery 174 : | 
Local Authorities Loans Acts, 1945, $. 3(2) ...... 9,450 | Net Savings............ Dr 26,259 Dr 67,889) 856 
Overseas Resources 2 ego Act, 1948, s. ay) ‘ i 
Colonial Development ...........06..4....>. Total Net Savings. .... ose (Dr71,273 Dr6l, 231 
Finance Acts, I aed 1947: Postwar Credits, ... 313 | Interest on certificates repaid |. 16, 19, 612 
Interest accrued ;....... ee fee vB 2,433 
11,387 | Change in total invested... [~ 15,790 —_8. 
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partment... 42,769,439 Other s ia 
Coir ray 
th sy 
Amt | Ms he 
Paes 140,000, 
Bu te 
248 oz 
fine 35,883 
1400,356, 823 "1400.55 
BANKING DEPARTMENT 
f£ P 
Capital ...... 14,553,000 Govt. Ss 330.467. 858 
BO eee . 3,287,313 Other - 55593 ae 
Public Deps.- 16,818,404 Discounts and 
Public Acets* 16,597,539 Advance 13,099,758 
A.M. Treas. Secur 42,433,508 
Special Acct 220,865 
Other Deps.:- 395,742,575 
Bankers eeeee 300,381,035 Note 4? 789, 
Other Aces... 95,361,540 Co 14ag 
430,401,292 er 
* Including Exchequer, Savings Banks, Commiss 
of National Debt and Dividend A 
COMPARATIVE ANALYSIS 
i mitlion) 
19 | 1951 
No 1 det. | Nowa 
) | 24 l +3 
Issue Dept. :— | “4 
Notes in circalation..... 1278 - 31154 1350 
Notes in banking depart- 
a a 72 5 4-5 
Government debt and i 
POctrities” ook... 1345 i 6-7 10 
Other securities. ........ ( ss # 
Gold and Coin.......... 4-4) 3 9 . 
Valued at s. per fine on... | 2458/0) 2948/0 48/0 
Banking Dept. : 
Deposits -— 
blic Accounts ........ 4 1 45 % 
Treasury Special Account | 2664) 45 72 & 
no ein ace Te te ee 305-8} 500-0 3059 
a Se are. Saeae BE 19 Mt F 
Total..... Sater gu das’ 67 411-4 418 
Securities :-— | fd 
Government. .......5..- 558: 1] 535-6 Sob 
Diseoutits, etc........-.- 30:6) 18 1 Ww : 6 
Lo ORES ae ek 
FOB cn F< ey eae 620-3) 374-5 30 
Banking dept, res.......-. 74 14 vi “ 
3 Proportion ” On 10 | Is 3 
* Government debt is £11,015,10 | Ae 
Fiduciary issue reduced from {1,4 lion W 
miltion On August 21, 1951. 
COLD AND SILVER 
The Bank of England's officia ing Pe ae 
was raised 15, 1943, and ne 248 per OO ial 
the sell ‘ 
dealers feo YA to ast. Oper fe out 
peice dung last week were 3s follows 
SILVER bes 
1951 London New: York bo bay ; —_ : 
re wh ounce per 100 tos pet 
Sie 
| 392 4 
Nov. a 17 “0 88: -00 _—s 10 16 
a7 Bere. 10 ased 184 3 107 
o oott fro 3 ss 1 
‘feo ae" riclesed ae 
a, Pe 77:0 88-00 184 
ee. 
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with over 570 Branches at the main centres of 
~a Industry, Commerce and Agriculture. Its 
Assets exceed $2,000,000,000. 

; Head Office : 
a MONTREAL 

a LONDON OFFICES : 

47 Threadneedle Street, E.C.2 
2,709.48 
12a 9 Waterloo Place, $.W.1 
ncorpcrated in Canada in 1817 with Limited Liability 














INDIA 
PAKISTAN 
BURMA 
CEYLON 
MALAYA 
SINGAPORE 
THAILAND 
HONGKONG 
CHINA 
JAPAN 
MAURITIUS 


Every description of 
Banking Business transacted 
THE 


MERCANTILE 
BANK OF INDIA 


LIMITED 
Head Office: 15 GRACECHURCH STREET, LONDON, E.C.3. 
































| Trade with 


AUSTRALIA & 
| NEW ZEALAND 


et the past 85 years The Commercial Bank of 
} Sustralia Lid. has gathered a completely compre- 
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y hensive knowledge of economic and financial 
pea n these two great Dominions. 
58) branches and 234 agencies provide up-to-date | 
information on the local outlook and offer facilities 
. = ‘ype of transaction with Australia and 
NCW Zealand. 


_ THE COMMERCIAL BANK 
‘samgg OF AUSTRALIA LIMITED 


dacorperited in Victoria} 


Assets exceed Aust. £190,000,000 


Head Office 










i $ dee 5 MELBOURNE | 
ondon Office... . 12 OLD JEWRY, E.C.2 
london Manager: P. W. JACKSON 
Asst, Manager: H, E, RICKMAN. 


(Telephone. MONarch 8747) 


Acct: L. F, ADES 





———— 



































The CANADIAN BANK 
of COMMERCE 


Gncorporated in Canada in 1867 with Limited Liability) 
is at your service to supply 
fizst-hand information on Canada—trade 
and industrial opportunities—market 


data — and records 






on current conditions. 





LONDON, England: 
2 LOMBARD ST,, E.C3 





Head Office: 
TORONTO, CANADA - 
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Ghe 
NATIONAL BANK 
| %&SNEW ZEALAND 


imite 


‘ 





has a complete information service 

concerning current business conditions 

and trading possibilities in New Zea- 

land. This service is freely available 

to manufacturers or merchants con- 

templating business development in 
the Dominion. 


Pleas¢ write to : 
Head Office: 8, Moorgate, London, E.C.2. 
Manager: G. L. Davies, 
, or 
Chief Office in New Zealand: Wellington. 
General Manager: H. W. Whyte. 
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But anyone familiar with ceramics would 
know that it is a piece of world-famed 
Dethi blue pottery. 
Through years of specialized study, the 
~ ceramics expert has attained a high 
degree of skill and discernment 
\. in his particular sphere and this 
ti is also true of the National 
Bank of India and its un- 
rivalled knowledge of eastern 
trading. Asa result of many 
years of continuous experience 
the National Bank of India can 
now provide much information 
nae? me vital tothe success of modern trading 
“a *~“ ventures. Your enquiries will be welcome 
at the Head Office or at any of the Bank’s branches, 


. 


NATIONAL BANK OF INDIA LIMITED 





Branches in? INDIA, PAKISTAN, CEYLON, BURMA, KENYA, 
UGANDA, TANGANYIKA, ZANZIBAR, and ADEN. Bankers to the 
Government in ADEN, KENYA COLONY, ZANZIBAR and UGANDA, 
Head Office: 26 BISHOPSGATE, LONDON, E.c.2 ' 
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IT BEGAN WITH SM’ THE crUsipp 


ee 


We take some pride in our long history \ - 
but the business in which we are % 27 
engaged is older than we are. Eastern { 

banking began in the 12th century when i 
the Knights Templar, protecting the : 
lines of communication which sustained | ii 
the Crusades, devised a mechanism for | 
exchanging currencies and transferring ' 
goods between Western Europe and the 194) 
Asian Continent. This primitive but ‘ } 
highly efficient banking service made ¢ 
possible a rapid expansion of the trade : 
between the Eastern and Western worlds " 
—a traffic which has been fittingly de- : 
scribed as the foundation of all commerce. 
Nowadays travellers along the ¢ 
Asian trade routes and et ~ <i 
merchants and manufacturers engaged in the 
Eastern trade entrust their banking transactions to:— “.: 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


Cncorporated by Royal Charter, 1853) 


Head Office: 38 Bishopsgate, London, E.C.?. 
West End (London) Branch: 28 Charles I] Street, London, S.WA, 
Manchester Branch: 52 Mosley Street, Manchester, 2. 
Liverpool Branch: 27 Derby House, Liverpool, 2. 
New York Agency: 65 Broadway, New York, 6. 


Branches of the Bank, under British management directed 
London, are established at most centres of commercial import 
throughout Southern and South-Eastern Asia and the Far ia 











NETHERLANDS BANK 
of SOUTH AFRICA 


LIMITED 


Incorporated with limited liability in the 
Union of South Africa) 
(Registered.as a Commercial Bank in the Union of South Africa) 





HEAD OFFICE : 
CHURCH SQUARE, PRETORIA 





' 


London Office : 


37, LOMBARD STREET, E.C3 


BRANCHES IN THE UNION OF SOUTH AFRICA 
! AND IN SOUTHERN RHODESIA 








The Bank is prepared to issue Drafts and Letters of 
Credit, and to make Telegraphic Transfers upon is 
branches, as well as upon its Agencies in the - 
Province, Natal, Orange Free State, and the Transv ot 
Bills negotiated and collected, and every description 
Banking Business transacted in connection with | ; 
Africa. Current Accounts kept and Deposits received [of 
fixed periods, 





Associated with 


NEDERLANDSCHE BANK VOOR ZUID-AFRIKA IM 


Head Office ; Amsterdam. Herengfiacht 54 
Branches in The Hague and Hambure 
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INTERNATIONAL BANKING 
_~ SURVEY 


This survey, and the accompanying special 15~page selection of International Banking Statistics that 
appears in this week's issue of the RECORDS AND Statistics Supplement, is complementary to the 
amilar survey and statistical analysis of banking in the British Commonwealth published on June 2nd 


last. These half-yearly features together comprise the new form of THE ECONOMIST BANKING 
SUPPLEMENT which has been published for many years. 





Strains within the Sterling Area 


N many recent discussions about Britain’s crisis of 
external payments, one illusion that has — been 
sedulously fostered is that it is predominantly a dollar 
risis. and must therefore be tackled mainly by measures 
designed to reduce dollar imports and expand dollar 
xports—unless yet another slice of dollar aid is forth- 
oming to help fill the gap. . This dangerous line of 
easoning had been encouraged partly by the emphasis 
ut upon the dollar problem in official statements and 
partly by the form of the available statistics. The danger 
Mf concentrating upon the dollar aspect has now been 
pecifically emphasised by the new Chancellor, though it 
mains to be seen whether the full implications of the 
ider approach will be allowed to determine his policy. 


The truth is that Britain faces a sterling problem no 
s menacing than the dollar problem, and neither will 
et be solved unless they are treated together as merely 
Hifferent aspects of a single crisis of external dis- 
quiibrium. The most dramatic demonstration of the 
tent of the sterling problem is the rate at which Britain 


mp2s been running up debts in the form of externally-held 


etling balances. During the first half of this year these 
dlances rose by an ed amount, by £425 
iillion to £4,168 million. Of this increase, no less than 
368 million accrued to members of the sterling area, 
jhose ageregate. balances rose to £3,098 million, or to 
et {600 million more than they held at the end of the 
rat. The fact that Britain’s partners in the sterling area 
ave been prepared to put up these large additional sums 
he gross lendings have, of course, been larger still, 
ausé some members of the area have been drawing 
their balances) is sometimes also treated as an 
gument for putting the dollar problem first—on the 
sumption that whereas Britain’s dollar imports might 
cut off for lack of dollars, other imports will never be 
it off through unwillingness of the overseas sterling area 
accept sterling. But, in fact, the very opposite con- 
sion should be drawn from the accelerating rise in 
lain'’s sterling debts—as anyone who has observed 
“nt trends in the mood of sterling area members will 

radily understand. 3 
In recent months, India, Pakistan and Ceylon—three 
antes that have been outstandingly “successful in 
ung substantial releases of balances since the end of 
Pee tireils none the less shown marked restiveness 
ae inability to sequre as ready a flow of capital goods 
hy as they deem necessary ; and, in the matter 
‘es, cach is vigilant to ensure that its facilities are 


yy 


not less favourable than those secured by the other two. 
All three countries, now that they are net contributors 
of dollars to the central pool of the sterling area, have 
taken care to retain some dollars to provide independent 
—though still small—reserves of their own. —. Pakistan 
asserted its independence by insisting on retaining the 
dollar parity of its rupee when all other sterling area cur- 
rencies were devalued in 1949-; while India has for some 
time been deliberately building up direct financial. rela- 
tionships with “ third” countries, thus reducing the pro- 
portion of its trade that is financed in the traditional way 
through London. The Indian Reserve Bank recently 
disclosed that between 1949-50 and 1950-51 the propor- 
tion of bills drawn or remittances received in hard-cur- 
rency countries of destination rose from 20 per cent to 
over 40 per cent, while the use of sterling bills dropped 
from 62 to 40 per cent. The impetus behind such ten- 
dencies as these can hardly fail to grow as rearmament 
reduces Britain’s capacity to supply the particular goods 
these countries demand ; and there is no doubt that they 
will lay great emphasis on this point when their repre- 
sentatives join other officials of the sterling area govern- 
ments at the forthcoming meeting in London—a meeting 
designed to prepare the way for a full conference of 
Finance Ministers of the area. 


Even more significant than the restiveness among the 
Asian members of the sterling area is the evidence that a 
similar attitude is beginning to arise in Australia, for 
that Dominion throughout the postwar years has been the 
biggest source of new credits, arid took a long view of its 
sterling balances at the time when other members were 
importunate. Sir Douglas Copland, vice-Chancellor of 
the Australian National University, who has been an 
influential adviser of the Commonwealth Government, 
has lately argued that, since sterling convertibility into 
dollars is not in sight, Australia ought to take autonomous 
responsibility for its dollar accounts and should build 
them up with the object of making the Australian pound 
convertible into dollars as soon as possible. He seeks to 
develop closer direct relationships with the United States, 


in the hope of promoting therefrom a substantial flow of . 


capital to Australia—capital that he believes Britain will 
be unable to provide. There is no reason yet to suppose 
that the Commonwealth Government feels as strongly 
on these issues as Sir Douglas does ; but if Britain hopes 
to secure promises of renewed economy in dollar expen- 
diture, without at the same time giving firm pledges of a 
better flaw of British goods to make such economies less 
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painful, it is likely to find that not even Australia will be 
acquiescent. 


The reasons why these strains within the sterling area 
have been mounting so ominously can readily be dis- 
cerned from analysis of the intricate pattern of financial 
relationships that subsist within it—and particularly 
between the United Kingdom on the one hand and the 
overseas members on the other. It is a revealing exercise, 
even though it cannot yet be carried beyond the middle 
of this year. The decistve fact that emerges is that 
Britain’s relationship to the rest of the sterling area has 
changed radically since the end of 1949 and especially 
since the end of 1950. In all save the first of the years 
1946 to 1949 inclusive, the overseas sterling area was 
running a large and growing current deficit with Britain, 
and in all four years it was also in deficit with the dollar 
area ; only in 1946 was this dollar deficit more than offset 
by sterling area sales of gold to Britain. In addition, 
there was on balance a small sterling area deficit with 
“ third ” countries. These relationships are clearly shown 
by the first four items whose postwar changes are traced 
in Table I. Through these four years, it will be seen, 
Britain was not only making “ unrequited ” exports to the 
rest of the sterling area to the extent of no less than £516 
million (the aggregate of Britain’s current surpluses with 
the RSA) but was also supporting a dollar drain on its 
behalf to the extent of {£219 million, after crediting: the 
RSA gold sales to Britain. In addition, it was having to 
carry an RSA net deficit of £29 million with “ third” 
countries. 


Until the end of 1949, therefore, the overseas sterling 
area was not only making very large net demands on 
British production directly but was dipping into the gold 
reserves. Since the beginning of last year, however, 
the relationship has been greatly changed. It is true that 
in 1950 the RSA again ran a big deficit with Britain ; 
but, at £218 million, this was appreciably below the peak 
of £273 million reached in 1949 and was, moreover, 
almost balanced by the surplus of £190 million that the 
RSA earned from “ third” countries. More important 
still, the direct deficit with Britain was itself more than 
offset by the RSA’s net contribution to the central gold 
and dollar reserves (which were fortified to the extent 
of £154 million by the RSA surplus with the dollar area 
and of {£100 million by RSA sales of gold to Britain). In 
the first half of 1951, the latest period for which figures 
are available, the change became even more pronounced. 
On the one hand, the RSA deficit with Britain ran down 
to only £46 million (merely one-third of what it was in 
the first half of 1949). On the other hand, the RSA 
dollar surplus was almost as large in these six months (at 


nber 10, ‘iy 
£148 million) as it had been in the whole of the Previou 
year, while the surplus with “third ” countries oughly 
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equal to the RSA surplus with the OEEC group mo 
still further. Or, if the relationship is expressed the wf 
way round, in this half-year Britain’s surp|,, suliced 
finance less than one-quarter of the RSA contributions 
to the dollar pool, and little more than one-seventh of - 
counterclaims represented by those contributions : 
the surplus with “ third ” countries. ’ 


It is generally reckoned that according to the normal 
principal of triangular and = multi-angular payments 
relationships, Britain’s export surplus with the Overseag 
sterling area indirectly earns enough dollars for Britaig 
to finance its own dollar deficit ; that it to say, the RSA 
has normally a dollar surplus and, instead of spending it 
dollars in the dollar area, spends them in Britain 
depositing them in the central pool against sterling credig 
that are then paid away for British goods. This tra. 
tional principle has not in fact operated since the wa 
Early in 1950, after the long phase of acute strain by the 
RSA on Britain, it seemed that it might be about to sag 
working again; but then the steep rise in commodiy 
prices and the violent movement of the terms of trade ig 
favour of primary producers swung the relationship 
abruptly to the other extreme, with Britain hopelesly 
failing to keep pace, by its own exports, with the fay. 
rising surpluses of the RSA with the rest of the world, 


This, moreover, is only of the story of Britain 
unstable relationship with the RSA since the end of th 
war. The movement of RSA claims on London is deter 
mined only partially by the direct current factors thit 
have been considered so far (the first four factors in Tablg 
I). There is normally a substantial flow of capital from 
Britain to the RSA, and since the war this movement ba 
been very large indeed, thereby accentuating the di 
equilibrium. In addition, the net balance of Governmes 
tal transactions and analogous operations (such as RM 
drafts on the IMF or Ireland’s direct receipt of ERP) 
added further to RSA claims. During the four years @ 
end-1949, if the RSA deficits with Britain and with tk 
dollar area, and its sales of gold to Britain, had been i 
only factors, the RSA sterling balances would have be 
reduced by no less than £735 million, with a furthet 
reduction of £29 million to finance the RSA net debt 
with “third” countries—a total reduction of {1 
million. In fact, the reduction was no more than {1g 
million, because, as Table I shows, there was in thet 
four years a net flow of capital to the RSA that, will 
other miscellaneous transactions, provided it with cred 
aggregating £529 million. The omnibus “ Govet 
mental” group of factors provided it with a further f{ 
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(£ Million) (£ Millions) 
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| 1946 | 1947 | 1948 | 1949 | 1950 | 195° | 3950 | “3 RSA Current Account with see 
os | ERR eile, FP _ Dollar Area Ra 
Overseas Sterling Area's :-— | Re ei "t Kj; 
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Gold sales to UK ....... + 82|+ 841+ 55 + 68 |+100 ft 83 4 a it a 1946 ..... 2.04. + 2 - 9 5 ao | +s 
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pg cy Pe | Bech | oa Se | Lo} | ta 
to {—) “third” countries |— .27 |— 69 [+ 80 |— 13 |+190 }+102 |+ 88/4221 
Bactions with UK®. |= 30 |~ 1 [+ 27 lah gs : | +i] 
actions wi besides ~ _ + + OT 4+ 22 1+ 155 1 ol ; : 53 | d 
Mn ee teas tC * peg Bae | ts | +e 
and transactions |— 60 | +229 |4161 |4199 |+130 |4+ 67 |+ 63/4 98 i 
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. ? subscriptions to, and drafts oa, IMF ; Australian and New Zealand | * . ay ~—Fund aad Inte 
Metts ERE Beeps be ica Republic ow Alter allowing. for Seemetary Fe 
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4 Head Office: HONG KONG 


HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Incorporated in the Colony of Hong Kong) 


The Liability of Members is limited to the extent and in manner 
prescribed by Crdinance No. 6 of 1929 of the Colony 


Capital Issued & Fully Paid Up $20,000,000 
Reserve Funds Sterling... ..  £6,000,000 
Reserve Liability of Members... $20,000,000 













CHAIRMAN AND CHIEF MANAGER : HON. SIR ARTHUR WORSE, C.B.E. 
London Office: 9, Gracechurch Street, E.C.3. 


London Managers: 
S. A. Gray, M.C., A. M. Duncan Wallace, H. A. Mabey, 0.B.E. 


BRANCHES: 


BURMA DIAWA(JAVA) JAPAN Sungei Patani 
Rangoon Djakarta Kobe Teluk Anson 
ae Surahaja — NTH. BORNEO 
Gotombo ‘okyo Brunei Town 
CHINA EUROPE Yokohama Jesselton 
*Amoy Hamburg Kuala Belalt 
. “Canton Lyons MALAYA Sandakan 
*Chefoo , = ALAY! Tawau 
*Dairen oo ag Cameron PHILIPPINES 
*Foochow Ong AONE Highlands Holla Z 
*Hankow Kowloon Ipoh anil 
*Harbia Mongkok Johore Bahru Bre gy 
2M rukden INDIA Kuala Lumpur " Bangkok 
ag Bombay ao, UTD. KINGDOM 
Sh anghai Calcutta Penang London 
*Swatow INDO-CHINA Singapore U.S.A. 
Tientsin Haiphong goer New York 
* Tsingtao Saigon (Orchard Road) San Francisco 


* Branches at present not operating. 


BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Executors is also undertaken 
by the Bank’s Trustee Companies in 
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ASK THE MAN 


WHO KNOWS 


Business men and hankers wlio have visited 
Australia or New Zealand will tell you that the best 
medium for facilitating trade with those countries 
is the Bank of New South Wales — largest 
commercial bank there. 

You are invited to use our specialist services 


through your own bank. 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED i817 HEAD OFFICE, SYONEY, AUSTRALIA 


LONDON OFFICES: 29 Threadneedle Street, E.C.2, 
ond 47 Berkeley Square, W.I 


(TROORPORATED IN NEW SOUTH WALES WITH CLiMrrap TAABILATT} 
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To meet the requirements of those contemplating business of | 
manufacture in Australia, two booklets have been issued by the | 
Australia and New Zealand Bank Limited. 


Spotlight on Australia | 
| 


“ Industrial Australia ”—containing authoritative in/ormatiog 
on industrial resources, markets, labour and finan 
*‘Company Formation in Australia’ —a gener! guide to | 


Company Law, with notes on current taxation. 
Copies of these booklets will gladly be sent on reques | 


AUSTRALIA AND NEW ZEALAND 
BANK LIMITED 


In which are merged 
The Bank of Australasia Limited and The Union Bank of Ausir:!i 


Head Office: 71 Cornhill, London, E.C.3, 
Telephone: Avenue 1281, 


Branch Offices in London : 
4 Threadneedle Street, £.C.2. 
263 Strand, W.C.2. 
6 Albemarle Street, Piccadilly, W.1. 
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nillion. Moreover, despite the viclence of the change in 
relationship during the eighteen: months from end-1949, 
the aggregate figures for the whole period of 53 years is 
sill a heavy net strain upon Britain: the RSA $ net con- 
tribution to the central dollar pool (£224 million) and its 
net surplus with third countries (£282 million) together 
fell substantially short of the accumulated deficit with 
Britain (£780 million). The difference of £274 million 
may be regarded as the measure of Britain’s “ true ” 

rt of capital to the RSA ; it will be seen at once that 
this “true ” capital falls far short of the financial outflow 


of funds, aggregating, with ‘miscellaneous transactions, 


no less than £757 million, In the latest eighteen months, 
moreover, although Britain has borrowed £490 million 
net from the RSA as a consequence of the several current 
factors, the outflow of British financial capital has con- 
tinued—to the extent of £228 million. - Hence, when 
Governmental transfers are added, the total increase in 
sterling area balances in these eighteen months has been 
{746 million. : 

Detailed consideration of the conclusions to be drawn 
from this extraordinary picture cannot be attempted in 
this article ; indeed, a fair judgment cannot be reached on 
the basis of a phase so abnormal as the eighteen months 


The Latest 


IKE the British balance of payments, the European 
Payments Union has been staggering from one 
crisis to another. The successive lurches of the EPU, 
however, quite unlike those of the British balance, have 
been in opposite directions, so that there is no immediate 
danger that the latest crisis, caused by the persistent 
creditor status of Belgium, will bring the system to the 
verge of collapse. The first serious threat to EPU, it will 
be recalled, was caused by the tendency for Germany 
to run into chronic deficit. This disequilibrium had to 
be met in part by stopgap»measures, notably the extension 
to Germany of supplementary credits. It was also 
countered by the more fundamental measures taken, at 
the instigation of an OEEC mission, to toughen the 
wwerman economy and restore equilibrium in the German 
balance of payments. These measures have proved 
Extraordinarily successful, The German cumulative net 
deficit, which had risen beyond $450 million by the end 
oi March, 1951, had by the end of September been 
Feduced to $114 million, so that Germany recovered in 
© course of this improvement virtually the whole of 
om amounts of gold previously paid over to 
muon, 

The German difficulties had im turn caused serious 
“image to the Netherlands balance of payments. The 
my pearance of these difficulties, and the consequent 
P@xation in German import restrictions, have appreci- 
ibly reduced the Netherlands deficit, which at one time 
: oe presented a serious threat to the stability of EPU. 

: ihe debtor side, in fact, EPU now has little to fear. 

¢ latest available figures, those to the end of September, 

Owed that in no case except the very special one of 

ree was the position of a debtor nearing its quota 
nt, therefore, placing upon it the obligation of making 
clatively heavy gold payments to EPU. 

In the earlier months of EPU the bulk of the aggregate 
editor position i 
S at EPU was represented by the credits 


1149 


to end-June last. But, whatever allowances are made for 
these abnormalities, it is clear that the sterling area 
mechanism will not withstand the stresses of this rearma- 
ment phase unless Britain makes herculean efforts to re- 
build its surplus with the RSA. Since the other members 
of the system will certainly acknowledge that they have a 
part to play in the common effort, it may not be necessary 
for Britain to raise its surplus to the point at which the 
“ current ” accumulation of sterling balances (as distinct 
from the movement caused by capital transfers) is 
entirely checked. But unless this “current” growth is 
kept within bounds, the separatist tendencies and the 
RSA demands for release of dollars from the pool will 
grow steadily stronger. And the only way to ensure that 
this does not happen is for Britain to make a real effort 
to provide the particular goods that these countries need 
for their development programmes. But the overseas 
countries, in their turn, have a duty to keep a due restraint 
upon their own demands—by a firm resistance to infla- 
tion. This should require them not only to put a brake 
upon consumers’ demands but also to ensure that their 
capital programmes really are confined to projects that 
can stand the test of essentiality during a phase of world 
rearmament, 


EPU Crisis 


of the United Kingdom and France, the two countries 
with the largest quotas and, therefore, the largest obliga- 
tions to lend to EPU. For this reason, the amount of 
gold that was being withdrawn from the Union by 
creditors was small by comparison with the amount that 
was being paid into it by the substantial debtors. During 
this period, therefore, the cash position of EPU itself 
was never in any danger. The cash amount of $350 
million with which EPU began operations on July 1, 
1950 (this was the amount of the initial subscription made 
in dollars by the United States Government) had actually 
been raised to $447 million by the end of November, 
1950 ; and the cash remained in excess of $350 million 
up to the end of March, 1951. 


Thereafter, however, an important change became 
noticeable. The German balance of payments began to 
show surpluses and, in accordance with the cumulative 
principle on which payments of gold to EPU are made 
and drafts on EPU facilities are provided, Germany 
began to reacquire gold at a relatively rapid rate. At 
the same time, the credit balances of the United Kingdom 
and France turned to deficits ; but, since these countries 
had been relatively small takers of gold, owing to the 
size of their quotas, this switch in its turn involved very 
little gold retransfer to EPU. Most important of all 
was the fact that a few countries, notably Belgium, 
became persistent and substantial creditors and, in fact, 
reached the point at which their quotas had been 
exhausted. At that point, in accordance with the strict 
letter of the EPU agreement, they could have taken the 
whole of their further surpluses in the form of gold—a 
procedure. that would have created a serious threat to 
EPU’s cash. 

The most substantial creditor is Belgium. It was 
endowed at the outset with a quota of $360 million, 
including an “ initial debit ” position of $29 million. By 
the end of August, Belgium’s credit position at EPU had 
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exceeded the quota by $12 million, while in September a 
further $68 million of creditor claims accumulated, bring- 
ing the total excess over the quota to $80 million. Special 
arrangements were then made with Belgium, which 
agreed that only 50 per cent of this excess was to be 
settled in gold, instead of the 100 per cent gold settle- 
ment for which the EPU scheme strictly provided ; the 
other half was to be carried forward as an additional credit 
by Belgium to EPU. At the end of September, however, 
it became evident that Belgium would continue to run a 
current surplus with other EPU countries ; but Belgium 
was unwilling to extend still further credits to the Union, 
on the grounds that such additional lending would foment 
inflation in Belgium at a time when its monetaty authori- 
ties were striving to keep the domestic credit situation 
strictly under control. But a limit had to be set to the 
demands Belgium might make on EPU cash. Accordingly, 
it was decided that the Belgian surplus during ‘the last 
quarter of the year should be settled wholly in gold up to 
an amount of $80 million, but that if it exceeded that 
figure it would have to be covered wholly by additional 
credits from Belgium. This, in effect, placed on Belgium 
the responsibility of keeping its further net surplus with 
other EPU countries in the last quarter of the year within 
$80 million. The exceptional and severe measures since 
taken by the Belgian authorities to reduce the Belgian 
current surplus with EPU countries and to prevent the 
speculative inflow of foreign money into Belgium need to 
be judged in the light of this special arrangement with 
EPU. 

It is not only Belgium that stands on or beyond the 
threshold of its EPU quota. Another such creditor is 
Portugal, which by the end of September had exceeded 
its quota of $70 million by $1.3 million and which had 
drawn no less than $28.7 million of gold from the Union. 
Italy, too, has been a persistent creditor ; by the end of 
September it had an accumulated surplus of $142 million 
with the Union, compared with its quota of $205 million, 
and was accordingly taking gold at the rate of 50 per cent 
of its steadily growing surpluses. 


As a result of these various demands, the point has 
now been reached at which the cash reserve of EPU must 
be causing serious concern. At the end of the first twelve 
months of operation of EPU, that reserve stood at 
$351,967,000, still fractionally above its initial level. 
Since then it has been seriously depleted. The settle- 
ments over the whole life of EPU, i.e. from July 1, 1950, 
to September 30, 1951, show that over this period EPU 
paid out $174 million more gold than it received. By 
September 30th, therefore, the gold in reserve was no 
more than $175.6 million. Of this $80 million was 
apparently earmarked against a probable loss of gold to 
Belgium during the last quarter of the year, leaving an 
effective balance of less than $100 million. This is far 
from sufficient to ensure that EPU can withstand the 
strains to which the system is subject. 


In retrospect it is clear that the initial cash reserve of 
$350 million was too small in relation to the swings in 
balances and payments within Europe. Moreover, this 
reserve was mortgaged from the outset to the extent of 
$80 million—a “ mortgage ” that arose from the fact that 
the “initial debit ” positions (i.e. obligations to provide 
credit beyond their quotas) with which members of EPU 
were handicapped at the beginning of operations were 
smaller by that amount than the “ initial credit ” positions 
(additional borrowing rights) with which other members 
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were endowed. This difference was a contingent char 
against the capital of EPU that has in fact been enfor . 
since the positions have been utilised ; there has theadded 
been a corresponding loss of cash. e inadequacy af 
the cash reserve did not reveal itself in the early mand 
of EPU because the position then was dominated by one 
large debtor, Germany, which in accordance with the 
sliding scale incorporated in the EPU agreement Was, in 
the end, paying in gold up to 80 per cent of its current 
deficits. 


The position has now been transformed. It js the 
United Kingdom and France, the largest quota holders 
that are now running the principal deficits. Up to ay 
amount equal to 40 per cent of their quotas they cay 
finance these deficits without any gold payments at all 
proportion comprising the last 20 per cent of thei 
remaining credit position and the first 20 per cent of their 
overdraft with EPU. This 40 per cent of the two quot 
represents a total of no less than $632 million, which js 
the amount by which the United Kingdom and Franc 
can continue to run into deficit with EPU without paying 
any gold to the Union. Concurrently, however, the main 
creditors—Belgium, Italy, Switzerland and Portugal— 
will be taking 50 per cent of their current surpluses in 
gold from the Union §0, or, in the case of Belcium, 
perhaps more. Ultimately, the position will correct itself 
The quotas and the provisions for gold payments and 
receipts are so arranged that, within the effectively closed 
circuit that constitutes EPU, gold payments and receipts 
must in the long run be equal ; it was for this reason that 
the original cash reserve of $350 million was expected to 
be adequate. These long run considerations, however, 
are no consolation when the immediate prospect suggests 
a dangerous depletion of the reserve. 


The European Payments Union as devised in 1950 was 
not, in fact, intended to deal with such wide swings n 
balances of payments as occurred after hostilities began in 
Korea and with the major swings caused mainly by the 
violent fluctuations that ensued in raw material prices 
Nor was it intended to deal, as it has had to do, with the 
whole finance of intra-European rearmament expend: 
ture under the defence plans of: the North Atlantic 
Treaty. 


The widths of the swings in intra-European payments 
is due far more to pseudo-commercial but essentially 
speculative transactions than to genuine current oper 
tions. The fixed parities.maintained under the Bretton” 
Woods system have in these times of uncertainty ptt 
vided a positive encouragement to speculation 
currencies. The ions can no longer take the 
form of outright sales or purchases of currencies, spt 
or forward; unbacked by any commercial justification 
They are achieved mainly by postponements or anticipr 
tions of genuine commercial exchange operations. [a 
some cases outright speculation has taken place by ~ 
venting “ phony ” im or export transactions on DF 
basis of which the riots jate allocations of foreigl) 
currencies are obtained. These, however, are exceptional 
operations ; for the most part, the speculation in © 
changes has taken the form of delayed or hurried settle 
ment of current commercial transactions. The effec 
this shift in the incidence of the current balance of péf- 
ments on the reserve has been severe, as may be gauptt 
from the extent to which sterling was oversold — 
devaluation, overbought in the early part of 195! 
again oversold in recent weeks. The French franc p™ 


8, 195) 
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e by ESTABLISHED 1835 
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CREDIT 
LYONNAIS 


(Limited Liability Company Incorporated in France) 


LONDON 40 LOMBARD ST:, E.C.3 
WEST END BRANCH: 
25/27, CHARLES Il STREET, HAYMARKET, &.W.1 
(Private Safes for rental at this Office) 


TRAVELLERS’ CHEQUES ISSUED IN FRENCH 
FRANCS PAYABLE BY ALL BRANCHES AND 
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COUNTRY OF THE EUROPEAN PAYMENTS UNION. 
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33 BRANCHES IN ALGERIA, TUNISIA & MOROCCO 


Also at ABIDJAN, ALEXANDRIA, ANTWERP, BARCELONA, 
BRUSSELS, CAIRO, CONAKRY (French Guinea), DAKAR, DUALA 
AND YAOUNDE (Cameroons), GENEVA, GHENT, LUXEMBURG, 
MADRID. MONTE CARLO, PORT SAID AND SARREBRUCK. 


Representative in Frankfort-on~-Main. 
SUBSIDIARIES 
IN BRAZIL : 
BANCO FRANCES E BRASILEIRO S.A., 
RIO DE JANEIRO, SANTOS AND SAO PAULO. 

IN LEBANON: 

BANQUE G. TRAD (CREDIT LYONNAIS) S, A. L. BEIRUT. 
IN PORTUGAL : 

CREDIT FRANCO-PORTUGAIS: LISBON AND OPORTO. 


Correspondents in all parts of the World. 
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THE BANK OF INDIA LTD, 


(INCORPORATED IN iNDIA) 
Established 7th September, 1906 





HEAD OFFICE: 
MAHATMA GANDHI ROAD, FORT, BOMBAY 





Capital Subscribed - - Rs. 4.93.08 509 
Capital Paid-Up - - - Rs. 2,46,54.250 
Reserve Funds - - - Rs. 2.97.44 065 





Directors. 
Sir Cowasjee Jehangir, Baronet, G.B.E., K.C.1.§ 
Mr. Ambaial Sarabhai. Sir Kikabhai Diciciatans 
Sir Joseph Kay, K.B_E. Mr. Bhagvandas Chunilal Mehta, 
Mr. Dinsha K. Daiji. Mr. Krishnaraj M. 0. Thackersey, 
Mr. Ramniwas Rammarain. Mr. A. D. Shroff. 


General Manager: Mr. A. ©. Clarke. 





London Office :— 


17, MOORGATE, LONDON, E.C2 
Telephone: METROPOLITAN 0991 


Telegraphic Address: Sharafi, Stock, London 
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with correspondents throughout the 
world and a well-equipped organi- 
zation for the handling of documents, 
the Rotterdamsche Bank offers a 
complete financial service to im- 
porters and exporters at home and 
abroad 
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BAYERISCHE VEREINSBANK 


ESTABLISHED 1869 


Every description of National and 
Foreign Banking Business transacted 


Munich Office: 5 Maffeistrasse 


Nuremberg Office: 91 Lorenzerplatz 


Cable Address: “Bayverein’ Phone: 27741. [elex No 06/22u7 


Augsburg Office: 37 Maximilianstrass¢ 
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Cable Address: “Vereinsbank™ Phone: 28401. lelex No. — 


Cabie Address: ‘“‘Vereinsbank’ Phone: 4681. Tetex No. 067/20 Ff 


Offices -and Nine all over Bavaria | 
Conespeaitente; ~_— the world | 
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MIST, Nevember 30, 1951 


THE ECON 
yides another example of overselling ; this has been 
mainly responsible for the dramatic change in the French 
glance of current payments as reflected in the French 
EPU position in recent months. In view of the width and 
sttificiality of these swings im balances of payments, it can 


 beargued that both the extent of the quotas provided under 


she EPU mechanismand the cash reserve were inadequate. 

Their inadequacy was further emphasised by the un- 
foreseen impact of rearmament finance on EPU. As 
ret little or no provision has been made for handling the 
‘ternational payments arising fromthe common rearma- 
ment plans of the NATO countries. The problem is one 
of immense complexity. It derives not merely from direct 
expenditure on defence materials and such items of 
“infra-structure ” as the building of aerodromes, camps 
and communications. The impact of rearmament has 
made itself felt over the whole range of private trade. 
The diversion of a material such as steel to rearmament 
in Britain has caused the demand for steel produced by 


S the other members of NATO to rise abnormally, lead- 


ing to artificial ““ grey market” prices. There has been 
no equality as yet in the diversion of industrial resources 
to rearmament in Europe. As a result, the uneven 
incidence of rearmament work has made itself felt over 
the whole range of international trade, both m consumer 
and capital goods. 

To return to the example of steel, which has played an 


, 
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appreciable part in building up the creditor status of 
Belgium, there is no doubt that the scarcity of steel 
caused in Britain by concentration on rearmament has 
led not only to abnormal British imports of Belgian steel 
but has caused Australia, India and many other countries, 
which would normally be supplied with steel from 
Britain, to place orders at almost any price in Belgium. 
Similarly, the absence of any appreciable volume of re- 
armament work in Italy and the complete absence of such 
work in Germany have made it possible for the industries 
in these two countries to satisfy civilian demand that 
would otherwise have been filled by Britain or France. 
These currents set in motion by the inequality of the 
industrial rearmament efforts of the various members of 
NATO have been to some extent responsible for the 
swings -in balances of payments and for the difficulties 
encountered by EPU. On this score, too, it can be argued 
that the EPU quotas were both inadequate and wrongly 
allocated—and, moreover, that the cash reserve put at the 
disposal of the Union by the United States was insuf- 
ficient for its purpose. This is a problem that concerns 
not merely the mechanics of EPU but the problem of 
sharing the economic burden of the North Atlantic Treaty 
plans. Unless an early and successful attack is made on 
this last problem, EPU may in the course of the next few 
months have to face a crisis from which it will have little 
prospect of survival. 


Attack on US Inflation 


(By a Correspondent) 


HE pattern of the year’s developments in banking in 

_the United States was set by the events of the last 
half of 1950 when, following the outbreak in Korea, the 
country experienced its “worst bout of inflation in the 
postwar period. ef: 

The prospeet that “aypfull-scale conflict might be 
threatening affected thé judgments of the Government, 
businessmen and consumers alike. The private sector of 
the economy was influenced partly by memories of scar- 
aly and high prices during World War II, and partly by 
the very fact that the Government was insisting on the 

cd lor restraint in spending—thereby intensifying the 
cars of shortage and inflation. There was unprecedented 
Fcosumer buying of soft goods, and of hard goods, 
Buch as cars, refrigerators, washing machines and furni- 
ue. At the same time stockpiling activities increased 
Bharply. Both government and business turned to 
Puy all available and prospective supplies of materials 
that were likely to become scarce. Business also em- 
Parked on a broad expansion programme that raised 

* Tate of expenditures for new plants and equipment 
Y More than half by the last quarter of the year, com- 
pared with the first quarter. The building boom began 
pain as the public turned to houses as one meat of 
p ding against further depreciation of the dollar. A 
eht from fixed-interest investments was accompanied 
A veg in prices and activity on the stock markets, a 
© in savings bond sales, and some liquidation of 
vings deposits and bond holdings. 


These symptoms of inflationary psychology called for 


determined banking policies. It should be remembered 
that, except for the pressure of buying of scarce critical 
materials, the direct impact of government spending for 
defence was not begun to be felt by the turn of 1950. It 
was a private»spending boom, stimulated by the use of 
credit. 

But the defence emergency produced conditions that 
could not be treated exclusively by traditional methods. 
The situation was different from anything previously 
experienced. If the country had been fully at war, 
controls and rationing would have been the principal 
economic weapons, and credit problem; would have 
largely resolved themselves. Instead, banking policies had 
to be adjusted in the light of the need to finance defence 
production speedily and effectively, without dislocating 


seriously the substantial civilian production to which the 


nation was still committed. Above all, banking policy 
had to recognise the fact that the use of credit was already 
enlarging effective demand. The policy-measures that 
were in fact adopted fell into three groups: voluntary 
credit restraint, selective credit controls, and quantitative 
control over credit. 


The Defense Production Act of 1950 gave authority 
to the Federal Reserve to arrange a voluntary credit 
restraint programme, and after months of discussion and 
careful preparation, the programme began last March. 
Its aim was to ensure that essential credit needs were 
met and that speculative uses of credit were eliminated 
or at least di ed. Under the chairmanship of 
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a committee of commercial bankers, life insurance repre- 
sentatives and investment bankers was organised, and 
was later joined by savings and loan associations. The 
committee’s task is to guide regional committees and 
individual financial institutions in considering requests 
for loans. Its purpose is to disseminate information and, 
if asked, to give advice through the regional committees, 
but not otherwise to influence the judgment of the 
lenders, 


The voluntary credit - restraint programme really 
attempts, on a more formal basis, to do what the Ameri- 
can Bankers Association did in its anti-inflation pro- 
gramme in 1948—namely to use moral suasion, instead of 
government direction, to distribute credit in the national 
interest. An interesting aspect of the programme is that 
it recognises that bank lending and investing operations 
is not the sole source of potential credit inflation. It 
recognises the fact that the tremendous growth of liquid 
assets resulting from deficit financing during World 
War II expanded the resources of other financial institu- 
tions, such as life insurance companies. It gave them 
greatly enlarged lending. power, which could have 
neutralised the effects of restraint exercised by the banks. 
Accordingly, these institutions were brought into the 
programme. There were some grumblings that the pro- 
gramme could not work. Certainly, its effects cannot 
easily be measured. Nevertheless, the facts are that 
credit expansion slowed down considerably in 1951;.com- 
pared with the last half of 1950. In the first seventeen 
weeks after mid-year, business loans of reporting Federal 
Reserve member banks (holding about four-fifths of the 
nation’s total) advanced seasonally only $1,300 million, 
or less than half the amount recorded in the same period 
of 1950 when credit demand had been running ex- 
ceptionally high. An easing of prices and the modest 
inroads made into heavy inventories undoubtedly were 
factors tending to lessen demand for accommodation, but 
the warning signal given through the voluntary credit 
restraint programme undoubtedly played an important 
role. 


Another achievement of the restraint programme has ~ 


been the gathering of data from over 200 of the largest 
member banks about the purposes for which advances 
were being made. These data not only throw consider- 
ably more light on the divergent trends of components- of 
the loan total, but also show the pressure that the 
defence effort is exerting on loan demand. Since the pro- 
gramme began in March, the detailed figures indicate a 
steady rise in accommodation for defence contracts-and 
defence-supporting activities; the half-year through 
September showed about a billion dollar increase in the 
200 banks for defence, but of a total of $1,300 million 
for both defence and non-defence purposes. 


* 


The second line of attack on the problem of inflation 
was the use of selective or qualitative credit controls. The 
Defense Production Act of 1950 authorised the reinstate- 
ment of Regulation W—consumer credit control, and in- 
itiation of Regulation X—teal estate credit control. The 
Federal Reserve issued these regulations in the autumn of 
1950. The confused state of the markets during the early 
months after their introduction made it difficult to 
appraise their effects ; there had been scare buying by 
consumers before Regulation W placed limits on maturi- 
ties and minimum down-payments on instalment con- 
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tracts, and there was a huge backlog of internal nr: 
started before terms on real ities credit a ex: 
under Regulation X. Nevertheless, whethe; by r 
of the stricter credit terms or the saturation of madaed 
1950, the instalment credit picture changed markedly 
1951. The total outstanding for the country as g wink 
showed a net decline of $300 million during the first 9; 
months of the year ; this contrasts with a rise of $3 <n 
million in the similar period of 1950. ” 
The application of the selective controls over consumer 
and real estate credit encountered considerable opposition 
after enactment. The temporary shortages of durabje 
goods during the summer and autumn of 1950 petered 
out as production rose in the early months of 1951. Whey 
the public discovered that it could secure goods, its at. 
tude changed. Demand slackened off and inventories 
began to accumulate. This situation fostered opposition 
to the controls to such a degree that, when an extension of 
the defence production powers was enacted in July lay 
Congress gave a mandate to the Federal Reserve to relir 
the regulations, thereby making it easier to finance instal. 
ment and home purchases. This showed that the govern. 
ment was committed, at least for the time being, to the 
maintenance of a high civilian output of durable goods 
and houses, even if that required instalment and mortgag 
credit to support the markets. This was a retreat from 
the preceding policy. The role of banking policy— 
implemented through selective credit control—apparently 
was to take a back seat in favour of more direct produc 
tion controls to regulate the output of consumer good 
and ensure the shift of labour and materials to defen 
production. a. 
. 


The third line of the attack on inflation through mon: 
tary policy was quantitative restraint on the total volum 
of credit. . It was exceedingly difficult to get this policy 
Started, owing to its implications for the Federal debt 


The Federal Reserve fired its opening shot in the 
second half of 1950, when it allowed the short-term matt 
to rise and increased discount rates in August. The 
Federal Reserve sought to reduce the availability o 
credit, even though that action upset the Treasury’s plats 
to finance its September maturities on a 1} per cent basis 
As 1951 began, the Federal Reserve continued its pret 
sure on the availability of credit by increasing reset 
requirements of member banks. } 


_ The most significant move in this campaign, howert 
was made early in March. After several weeks of div 
cussion, the Treasury and Federal Reserve announced 
an agreement under the which the long-term sector & 
the market for Treasury bonds was freed from rig 
Federal Reserve price support. The Treasury offered, 
exchange for the two longest-term issues of 2} per cl! 
non-bank eligible bonds, a new issue of non-marketable 
bonds with a longer term and bearing a higher interes 
rate. The new bonds were made convertible into 1 
per cent notes, 


The purpose of this move was to encourage investi 
to hold their long-term obligations, rather than to con®" 
them into other higher-yielding assets such as morigis" 
and corporate securities, By freeing the market froa 
rigid support at pegged prices, the Federal Reserve "" 
duced market uncertainty that made investors ™ ™ 
that they could no longer to convert securities 
cash without some market risk. The process of supp 
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ng the market at peggéd prices bad made Federal 
Reserve credit accessible to all investors without regard to 
their responsibility for the use of credit. This situation 
was changed when, for the first time since World War Il, 
rices of the long-term Treasuries were allowed to slip 


i below par. 


Here again, it is difficult to assess the immediate effects 
ef this action intended to retard the general expansion of 
credit. The change in the long-term market undoubtedly 
reduced the willingness of lenders to sell bonds in order 
to extend credit to borrowers. Holdings of government 
bonds were no longer viewed as a reservoir that could 
be siphoned off to meet new credit demands, and changed 
conditions in the capital markets caused borrowers to 
revise their plans to obtain new money. 


It would be difficult to exaggerate the importance of 
this move on certain institutional investors such as insur- 
ance companies, which had been feeding the demand for 
mortgage and other relatively high-rate credit by selling 
government securities. The investment executives of 
these institutions had become so accustomed to regard 
their government bonds as eligible for the guaranteed 
price that they have found it difficult to bring themselves 
to accept the capital loss involved in selling these bonds 
fter the price control was removed. In one step, there- 
fore, the abandonment of the price support policy 
blocked one of the main channels through which credit 
had been financing house-building and thus feeding 
what was perhaps the most important single inflationary 
factor in the United States economy. 

The abandonment of the pegs marked the latest step 
in the shift fromthe fixed pattern of war financing. The 
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first step had been taken as long ago as 1946, when the 
preferential discount of 4 per cent was abolished on 
borrowings from the Federal Reserve Banks against 
Treasury securities. In the intervening period, the bill 
rate has advanced from the wartime { per cent to around 
14 per cent in 1951, and the whole structure of interest 
rates has been gradually—but only gradually—coming 
into line. 


~ * 

Since last March inflationary pressures in the United 
States have abated considerably. Panic buying by the 
public has ceased and wholesalers and retailers have 
been faced instead with the problem of liquidating heavy 
inventories of consumer goods ; industrial production has 
been running at record levels ; savings have risen sharply ; 
and higher personal taxation has been eating into dis- 
posable incomes. Most important of all, since March 
the United States Treasury has not needed to resort to 
the market for large scale borrowings. However, defence 
expenditures are mounting rapidly and have now reached 
an annual rate of $38 billion (or about the equivalent of 
the entire national income of the Uasited Kingdom). By 
next autumn, according to present expectations, these 
expenditures will attain a peak annual rate of $65 billion. 
The impact of these growing outlays next year will 
provide the real test of the monetary policies improvised 
in 19§0. 

But the experience of 1951 has—or should have— 
taught America a lesson. It is that the problem of infla- 
tion through monetary excesses cannot be solved unless 
the root cause—deficit spending—is corrected. 
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DIRECTORS: 
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WILLIAMS 
DEACON’S 
BANK LTD. 
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Governing Office: Mosley St., Manchester 
London (City) Office: 20, Birchin Lane, E.C.3 
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Every description of Banking business 
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OVER 200 BRANCHES 








—s se oereeeeeeeeeeeeeerereeerrerrruweerv~ovrrvvevveyv 











FRE ES PL TOON AERTS RENIN PRL? AE 


sete 9 


Aone 





a er ARE 


peo 


Sige Ph Ney pe TG 


ie re a oe bce:  oaae: 


9 
3 
4 








; 2 séd PH: 
7 | EASTERN 


: BANK LTD 


= Subscribed Capital £2,000,000 
mn Paid-up Capital £ 1,000,000 
a Reserve Fund £ 1,200,000 
ga & Merchants and Manufacturers interested in 
ry trade with 
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The fifty-fifth annual general meeting of 
ne Ely Brewery Company, Limited, was 
4 on October 30th at the New Inn Hotel, 
atyoridd, Mr L. Nidditch, F.F.S.(Eng.), 
VJ. (the chairman), presiding. 

The following is an extract from his Ccir- 
bated review : 

Ladies and Gentlemen, It is again my 
xant duty to present to you the accounts 
your company for the year ended June 30, 
1. It is needless to observe what a diffi- 
sit year it has been in this trade, considering 
t barrelage sales have dropped in each 
+ during the last three years in the whole 
ntry by over 4,000,000 barrels com- 
ed with the peak year of 1946. I am 
ased to open this review with information 
st our trade and profits have been fully 
wintained in spite of all these difficulties 
d rising costs. 

Since 1947, beer consumption in the whole 
ntry has decreased by 13 million barrels, 
the equivalent of 7,500,000,000 half-pint 
miles ; while we have substantially increased 
r clientele numerically to compensate for 
dividual reduced drinking, due to our 
proved quality, and a new loyalty created 
pong all employees, and forward planning 
1948-49, 


The balance of the profit account for the 
ancial year is £10,000 higher than the 
vious year, We have continued to main- 
n and will repair and overhaul and renew 
t, machinery and buildings and -fixtures 
tever possible within the limits of reason- 
fle budgeting. The dividends from our 
yestments at £9,000 are a little lower by 
M) because we again realised some of 
im to maintain our liquidity. 


am pleased to explain that the debenture 
bt is down to £603,283, with a further 
puon and cancellation during the year 
£20,667 ; our debtors are up, by £13,000 ; 
spite of an increased turmover, our Credi- 
Ss ae down by £22,000. Our freehold 
parties are up by £28,000, andwour plant 
B motor vehicles increased by £13,000. 

are again placing £40,000 to the general 
rve, repeating last year’s allocation. 


DIVIDEND AND BONUS 


Having already declared and paid an 
rim dividend on the ordinary capital of 
Per cent., your board now recommend a 
dividend of 33 per cent., less tax, making 
1 74 per cent. for the year, and, also, a 

tax-free distribution of 14 per cent. 
ash out of realised capital gains account. 
ddition, as the earnings related to capital 
Most satisfactory, we also recommend a 
free accretion bonus in shares, to the 
mit of one ordinary unit for every 14 held, 
bs 73 per cent., tax free. 


? August (1950) your board had to 
Pits mind upon the dividend policy 

Md on the action of the “market” of the 

xchange and our inability to issue 

capital owing to unfair prices of all 
of capital. 


iD 

























C3 | 








We had paid the finals, contemplated in 
» 1949, for last year, this year and next 
£eap00 1s involved (including profits 
vag dare not part with such a cash 
*t prevailing conditions. 

balance on trading i 

bal & in gross profit 
nue income from iamenpeibeda: and un- 
™ Hents, at £301,000 is £26,500 up on 
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the year; this is clearly no mean achieve- 
ment in the period that we have just passed. 
Profits tax confiscates all our surplus and our 
legislators refuse to face real problems so 
involved. 


Our trade was up in every department. 
To date in this new financial period we 
again show a slight rise in profits. We are 
about to open up and strongly pursue 
off-licence trade in about a dozen shops, 
especially separated from our ordinary trade 
in those houses. Our administrative expenses 
show again a substantial increase by £8,000, 
and that is essential for keeping the proper 
and necessary contro] and’ check in all direc- 
tions, including property repairs while work 
is im progress, contrary to the customary 
practice before 1947. 


Taxation takes £105,000 against £70,400 
in the previous pro rata twelve months 
(£90,000 for the previous 15 months), 
Bonus ‘and staff pensions and extra’ future 
allocations take a sum of £6,000. We also 
have very fully maintained our advertising 
expenditure. 


The Exchequer has received during the 
year from our gross turnover around 
£800,000 in duty payments. With ordinary 
taxation, the amount to be found amounts 
to £900,000 against the net receipts by the 
shareholders of only £39,000 in dividend. 
This does not show capitalistic profiteering 
by any yardstick. 


The debenture debt which in 1946 stood 
at £970,000 has been further reduced and 
is down to the very satisfactory figure of 
£603,000. We have continued the policy of 
endeavouring to extend shortened leases to 
periods of 99 years and buy the freeholds 
of others where possible, but that has now 
reached the stage where there will be very 
few and small movements in. view of the 
grand attack we made during the last three 
years in those directions in endeavouring to 
consolidate the capital accounts and the 
security generally. 


Our licensed houses have continued to 
receive every good attention in regard to 
®sales approach ideas ; our policy has shown 
that such decisions have brought their 
reward, 


LIQUID CASH POSITION 


Our liquid cash position, not overlooking 
the huge debts taken over by this board in 
1947, and the large capital requirements 
essential to be found since that date is, I 
submit, quite satisfactory. Any shareholder 
can calculate from the results that we could 
easily last year have paid the equivalent of 
10 per cent. in cash and this year either 
10 per cent. or 11} per cent. (with share 
bonus issues additionally), but it would be 
most unwise for your board to distribute 
higher cash dividends than we have, and now 
propose to do, until your quotations are more 
realistic, the market adjusts its outlook, and 
remembers we have 2,500 shareholders, and 
the hindering of the issue of new capital 
is serious. 


We have pursued a “ strategic campaign ™ 
in regard to advertising to establish and pro- 
tect the trade mark of Brewer’s Own, which 
now stands for a beer of the highest quality 
and flavour to appeal to the national palate, 
prior to organising national marketing. We 
have provided for enlargement in planning 
as demand warrants and progresses, 


THE ELY BREWERY COMPANY, LIMITED 


TRADE AND PROFITS FULLY MAINTAINED 
MR L. NEIDDITCH ON SUCCESS OF BOARD’S POLICY 


In my review,.in 1948, I mentioned that 


we proposed to create and open many new 
saloon bars, and in this direction we have 
now completed our programme. 

The weight of responsibilit§ involved in 
February, 1947, when I was elected to the 
chair, was so great as to obliterate thought 
of personal elation; with the houses in a 
deplorable condition, disrepair and penetrat- 
ing dampness everywhere, through terrible 
neglect and approach, coal shortage, E.P.T. 
liability, shortage of cash by the unwise 
method of debenture conversion and refusal 
to consider or even discuss my advice, the 
almost negligible real administrative manage- 
ment and lack of an experienced supervisory 
inspectorate and the brewery plant in a very 
much wornout state mostly 20 to 40 years 
of age, complete vigil, self-exertion and 
absorption of the job on hand were impera- 
tive. 


To achieve what has been achieved has 
proved the correctness. of my interpretations 
and anticipations. 


FINANCES REORGANISED 


During 1947, we reorganised the finances 
of the company, so that no preference share- 
holder lost a penny of dividend arrears, nor 
any ordinary shareholder any of his capital. 
It would be right, therefore, to compare the 
balance sheets of a full year’s working under 
my control, and that for the year ended 
March 31, 194& under the direction of con- 
trol from “ the City.” The year 1945-46 was 
an exceptional year for brewery profits, owing 
to low gravities then permissible. 


After heavy expenditure in all directions, 
improving the fixed assets, the taxation 
due in 1948 was £140,000, against £116,000 
for the year to 1946. The debenture interest 
was down as a result of my exertions from 
£70000 to £33.000. In spite of improved 
trading and profits, the sundry debtors was 
down from £34,689 in 1946 to £30,216 in 
1948. 


The total assets of the balance sheet was 
up from {2,101,288 in 1946 to £2,483,698 
in 1948, and the debenture debt down from 
£917,000 to £797,500. Also appearing was 
a new item of a capital gains account of 
over £100,000 and 100,000 shares in the 
separated successful Cardiff Malting con- 
cern, and £219,000 of quoted investments. 
We had also acquired the freeholds of 
several existing leaseholds and contracted 
to extend the length of other leaseholds of 
short-life duration. 


' EARNINGS ON THE EQUITY 


Since January 1, 1947, when I had just 
entered the board room with a right to be 
heard and my yiews properly weighed up, 
the profits earned for the equity or ordi- 
nary capital to June 30th last, after all and 
every expense as a prior charge, has been 
£800,000 subject only to income and 
profits tax and pensions for employees. 
This sum could easily have been shown at 
£900,000 if the directors had chosen to 
enhance their prestige Fy applying such a 
sum of about £100,000 to the capital account 
instead of the revenue account and have been 
less prudent, During these four-and-a-half 
years the ordinary shareholders have only 
received a net sum im cash of £110,000 yet 
the turnover of the company during that 
period exceeded £6,000,000. 


I think that I can look back on the last 
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four years or so with much pride and satis- 
faction in my handling of the complete re- 
organisation. It has not been easy and free 
of anxiety. I do, however, submit that I 
understand the outlook and approach of 
working men and human material at all levels 
of intelligence, and can assess amd place 
square or round pegs in their rightful and 
most -advantageous positions respectively, 
where their temperaments and flairs enable 
them to give of their best, to the advantage 
of the company ; simukaneously to raise their 
own income and their standard of living and 
personal status. . 


It is not easy for me as financial director 
and chairman to satisfy shareholders, the 
Inland Revenue, employees, management and 
those individuals proved wrong by time, 
simultaneously, but with my colleagues, I 
submit we have made a good show in the 
last 4-5 years and brought happiness to 
hundreds of families and a better standard 
of living. 


THE ADVANTAGES OF BONUS ISSUES 


To those individuals unversed in the impli- 
cations of the relationship between ‘real,’ 
‘paid up’ or ‘apparent’ capital, and who 
have heard of my ‘ unorthodox’ approaches, 
I can only refer them to results and achieve- 
ments against great odds. In declaring a 
bonus issue in shares, I again visualise 
“market gossip” contending that we are 
‘loading up capital to the disadvantage of the 
equity, when, im fact, it is a decision to give 
ordinary shareholders a better stake in the 
eserve of * break-up values,” and minimise 
wide quotations. In any case each ordinary 
shareholder will finally hold the pro-rata 
number of shares in the company, whether 
ordinary or preference, related to his present 
holding to the total, but participates in re- 
serves to-day ; also it avoids the shareholder 
of the next decade getting all the advantages 
of years of accumulated ‘ held-back profits.’ 
Your board has accepted my advice as finan- 
cial director that it is wiser to be a holder 
of 125 or 150 shares for a given dividend 
sum instead of 100. There is more safety 
of one’s capital, and that must always be a 
first goal. 

The amount required to pay the dividends 
on the bonus issue is less than 1 per cent. 
on the equity. Who can foretell in any 
business whether next year’s earnings will be 
1 per cent. or 2 per cent. more or less ? 


THE OUTLOOK 


I am not unhopeful that the future trading 
results will be satisfactory, and we are main- 
taining a good level of activity, in every 
direction. 

From the first day of my joining the 
directorate, I have held the view that the 
employees should not suffer for past mis- 
management, especially since they have no 
voice in the directorate appointments. 

When in 1947 we floated off the ‘Cardiff 
Malting subsidiary, we decided to imagine 
we procured £10,000 less and start off a 
pension fund. As we do not wish to risk 
the loss of taxation allowances on that sum 
when we make the payments in due course, 
your board, on my advice, with a long-view 
approach, have decided to write that sum 
back to capital gains account, and in place, 
apply a similar sum from the revenue nce, 
which will ultimately have a double value 
with taxation allowance on sums as allowed 
to employees. That fund now equals £50,000 
for possible payments. ; 


BREWERY FINANCES 


I would like to make some observations 
upon the relation of earnings to capital in 
the brewing industry generally and with 
particular reference to the of this 
company, now that the reorganisation, which 


I undertook in February, 1947, has been 
completed. is 


There are at least 200 breweries in the 
country (including but mot counting sub- 
sidiaries), where there is an issue of con- 
solidated accounts. Announcement by any 
company of a payment of 20 per cent. or 
30 per cent. dividends means in fact little, 
unless structure of capital and accumulated 
undistributed profits are interpreted. Even 
24 per cent. compounded on £100 doubles 
itself in years. If a company.had a paid-up 
capital of one million pounds in 1910-20, and 
has since ploughed back undistributed profits 
of another million, and acquired additional 
houses with those moneys in fhe meantime, 
it really has a trading capital of two millions, 
not reckoning the changes in the value of 
money and purchasing power. 


The issued and paid-up quoted ordinary 
capital of all the brewery companies in 
Great Britain amounts to approximately 
£84,500,000. Their accumulated reserves are 
about £160,000,000. ‘The preference capital 
is approximately £59,000,000, and debentures 
£80,500,000. Last year £15,300,000 nét was 
earned (after taxation) on ordinary “em- 
ployed capital.” 


Very few companies have had a revaluation 
of assets since 1936-39. Taking a reasonable 
and fair approach, I think that a revaluation 
of the tangible assets would indicate an 
increase of at least another 66 per cent. 
on the total employed book capital of 
£384 million related to dates of acquisition 
(or £1,000 property now worth £1,660). In 
other words, the “real” capital—at 1951 
values—is £634 million. The gross earnings 
on ordinary at £33 million against this 1951 
basis of £460 million (deducting debenture 
and preference capital) equals 7} per cent. 
approximately. 


If we take the Ely profits of this year, 
or average of last five years, deducting all 
preference dividends and amortisation of 
leases, we have a profit figure earned on 
ordinary at £135,000. The real “ employed 
ordinary capital” is £1,110,000, as shown 
in our balance sheet, which indicates earn- 
ings of 11 per cent. It must not be over- 
looked that we have not had a chance to 
accumulate 20 or 30 years of “ ploughed- 
back” profits, and have suffered exceptional 
impositions in the last few years, more bur- 
densome than those which had to be carried 
by any other brewery. 


I submit, therefore, that Ely recovery. is 
such that management and profit-earning 


ability can compare and is in line with the ® 


best and oldest managed companies which 
had good fortune on their side in the last 
few decades, 


The report and accounts were adopted on 
a show of hands with three dissentients, and 
subsequently on a poll by 951,423 votes to 
172,113, and the other formal business was 
duly transacted. 


At a separate meeting of holders of ordinary 
stock resolutions were passed increasing the 
capital of the company to £1,373,000 by the 
creation of 220,000 additional ordinary shares 
of Ss., and authorising a bonus issué of one 
ordinary stock unit for every 14 units held. 


At an extraordinary general meeting which 
followed, the chairman stated that it has been 
decided to delete the clause relating to com- 
pensation to directors from the proposed 


new articles of association, and to temporarily 


withdraw the clause relating to the export of 
beer from the new Memorandum of Associa- 
tion, and, subject to these amendments, the 
documents were approved, te ere. 

The proceedings i 
vote of thanks to the chairman. 





THE ECONOMIs7, », ~mbee 10, tog 4 
 FERRANTI LIMITED 


FURTHER Exp \NSION 
















































































The forty-sixth annual genera) max 
Ferranti Limited, was held o October $ 
in London, Sir Vincent de Ferrans 2 
M.LE-E., chairman and wine tes 

ae 2 direc 

The following is an extrac: from hic 
ment circulated with the repor: ana. 
for the year to June 30, |) 

- We are pleased to prese: 
show further expansion 
activities and reflect the be 
been obtained from the 
manufacturing capacity to 
ferred on previous occasion 

The consolidated profit for the year 
cluding dividends on investments, amous 
to £1,227,601 as compared with £55090 
for the year ended June 30, 1950. After om 
vision for tax on all profits carned to dom 
the net- profit is £540,129, igainst £2484 
a year ago. The output of the group, whi 
is employing over 9,000 people, is more thi 
30 per cent. above that of iast year, Alla 
departments have contributed to 


increase. 
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RECORD ORDER BOOK 


There has been a steady increase in og 
received during the year, and we are left wit 
a record order book of over £12,500) 
Further éxtensions of our manufactug 
facilities are in hand to deal with this g 
with the continuing demand for our produ 
32 per cent. of our output has been exportall 

The Canadian company has substantidj 
increased its turnover and i:s profits and! 
latter have been retained in its own funds. 
has started the current year with a bedi 
order book. The trading of the Ameriga 
company has again resulted in an adv 
balance ; but it has increased its output 
has substantial orders in hand. 

The output of power transformers, # 
27 per cent. higher than last year, was agi 
a record, and continues to rise. To cop 
the imcrease, further extensions to th @ 
factory at Hollinwood, cotalling 130 
square feet in area, were put in handjt 
part of thesé should be in use by thee 
951. fang A : 
The total number of electricity mete 
duced was 43 per cent. higl.er than last ys 
in spite of difficulties with labour ania 
terial supplies. Shortage of skilled la 
been serious enough to restrict the @ 
of our mew foundry plant, though 4 
der book is satisfactory. Sales of de 
instruments and allied equipment @ 

rise, the figure for this year ® 
cent. greater than thar for last 
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RADIO AND TELEVISION 


Sales of radio and television sets have & 
beén satisfactory and the value of the raat 
ed was almost doublet 

the s year. ‘Television pm 
tion has expanded to meet the ines 
ing demand from the eee ‘3 
Western Regions, and the number of Gis 
tay tubes manufactured has deen doubled, 
lead has been given to the domestic 47% 


ance industry by the launching of our 3 


“Radar: Our distance-measuring & 
ment now enters the civil av.ation 
beacons which are being installed at 6 
b veueege' ig and the airborne equip™ 
eing fitted to the first few Comet | 
MLE, will provide navigational 
the ir ton their proving 
to the Middie East. 


q 














E ECONOMIST, November 10, 1951 


195 TH 


1159 


HARMONY GOLD MINING COMPANY 


PROGRESS IN SHAFT SINKING PROGRAMME 











































The first annual general meeting of share- 
siders of Harmony Geld Mining Company 


mited was held in Johannesburg on 
1K | 


fovember 2, 174 soos 
Mr G. V. R. Richdale, chairman, presided, 
nd said’ “ First I will deat with the pro- 
wess which has been made in the shaft 
king programme. The rate of sinking is, 
course, largely dependent upon the 
evalence and characteristics of the water- 
ring fissures encountered in the shafts. 
ing the eleven months from August, 1950, 
hen sinking commenced, to June 30th, last, 
e average footage sunk each month was, 
8 in No. 3 Shaft and 160 in the ventilation 
bf Much of this shaft sinking took place 
extremely difficult ground, and a large 
portion of the total time was takén up im 
baling the water fissures by cementation. 
ince June 30th, 781 feet have been sunk in 
. 3 Shaft and 875 feet in the ventilation 
haft, bringing the total depths at yesterday, 
lovember Ist, to 2,141 feet and 2,704 feet 
spectively. During this period the average 
ptage sunk per month of 195 feet for No. 3 
baft and 219 feet for the ventilation shaft 


in onde 
> Left yet 
2,500 


ufactusi ows an encouraging improvement on the 
this res I have just quoted for the earlier 
- produc riod. This is due to the fact that the time 
exported t on cementation was appreciably re- 


bstantil wed, Both shafts have passed out of the 


sand uvily fissured water-bearing Ventersdorp 
funds, per sediments which necessitated pro- 
a heal nged cementation operations, but we must 


Ame pect that progress will meet with further 
o ai ays from time to time. No. 3 Shaft is in 
urna ya and has approximately 2,679 feet to go 
a the Basal Reef horizon, while the ventila- 
shaft, which has passed through the 
yas and is now sinking in the quartaites, is 
roximately 1,476 feet from the reef. 

On the basis of the current rate of sinking, 
is possible that the ventilation shaft may 
ch the Basal Reef horizon about June, 
b2, and No. 3 Shaft early im 1953. This 
ing the case, it may be possible to com- 
ce milling at an initial rate of 40,000 tons 
Month towards the end of 1954. There are, 
ever, many unknown factors for which 
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if and 2 wance must be made when calculating 
lled lana se dates and you must understand that I 
ct — e them with considerable reserve, merely 
-_ by a general indication of what may be hoped 


i conditions are favourable. 


pment 
be WELFARE OF THE STAFF 
' jast. 
very effort is being made to provide a 
; : standard of accommedation for our 
pioyees. On the mine property 60 houses 
+ tall European personnel have been built and 


occupied, while 18 of the first 30 houses 
the Harmony suburb of the proposed 
: nship have been completed. Recreational 
he acl ues will be adequate amd the whole 


of the 
double 4 






























and } Perty is being laid out im a most attractive 
Bere iner. To this end, some 10,000 trees have 
doubled. m planted, four tennis courts have been 
nestic # structed, while a swimami » a bowl- 










meen and a rugby field pf be com- 
d shortly. Pians for building a recreation 
are being prepared. The layout of 
pia township, which is to be adminis- 
oy the Virginia Land and Estate Com- 
Y Limited, of which Ir 


tholder, has like i is : 
Steatest care. —a beiais 


s¢ Consulting engineer’ : 
1s ‘2 Cngineer’s report contains 
ys the exploratory drilling programme 
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our company’s property and — 


PROPOSED INCREASE OF CAPITAL 
MR G. V. R. RICHDALE ON THE NEED FOR FURTHER FINANCE 


in areas adjacent to it. Since that report was 
compiled, the results have been announced 
by New Consolidated Free State Exploration’ 
Company Limited of three further boreholes 
—LR5, LR6 and LR7—on the Farm La 
Riviera No. 289, immediately to the north 
of: the Harmony lease area. They are indi- 
cated on the map which accompanied the 
report and I wish to comment briefly on 
their implications as far as the Harmony 
mine is concerned. Owing to lack of drill- 
ing on these neighbouring farms and the 
absence of the Basal Reef in Borehole RU1 
in the extreme north-eastern corner of the 
Harmony property, it was originally difficult 
to make any close assessment of the poten- 
tialities of this portion of the lease area. In- 
deed, the results of Boreholes LR3, which 
intersected the Basal Reef with low values, 
and of RUI1 led our technical advisers to 
assume that the north-eastern limit of the 
Basal Reef on Harmony probably occurred 
somewhere between these two holes. Bore- 
holes LRS5, 6 and 7, however, all of which 
gave good values, indicate that the limit of 
the Basal Reef may be farther to the east 
than was originally assumed. The rich ore 
now proved to exist to the north of our 
boundary further strengthens the confidence 
held by your board in the future success of 
the Harmony mine. 


FINANCE 


I now come to the question of financing 
the operations of your company, which was 
registered in August, 1950, with a nominal 
capital of £5,000. The authorised capital 
was increased in October, 1950, to £3,000,000, 
of which £2,000,000 in 8,000,000 shares of 
5s. each has been issued, leaving 4,000,000 
shares in reserve. The expenditure incurred 
by Union Free State Coal and Gold Mines 
Limited in opening up the Harmony 
property, together with interest thereon, was 
refunded to that company from the proceeds 
of this issue and operations were then 
financed by temporary loan facilities of up 
to £1,000,000, which were granted by two 
associated companies—Union Free State Coal 
and Gold Mines Limited and Central Mining 
Free State Areas Limited—at an interest 
rate of 5 per cent. This amount was the 
maximum which in terms of the articles of 
association your directors were empowered 
to borrow without the approval of the 
company in a general meeting. 


A FURTHER ISSUE OF SHARES 


An extraordinary general meeting was 
therefore held in June this year at which the 
borrowing powers were increased to 
£2,000,000. Additional loan facilities of 
£850,000 were then obtained from the 
Central Mining and Investment Corporation 
Limited and Union Free State Coal and 
Gold Mines Limited. The balance sheet 
shows that at June 30th, the loan accounts 
stood at £744,000 and accrued interest 
amounted to £8,843. A further amount of 
seach beings the total ee to date to 
whi : ; ings to date 

1,182,000. The unexercised loan facilities 

amount to £668,000, and it is esti- 
ted that this sum will be sufficient to meet 

(penditure until March next year it 

be necessary to obtain fresh funds to 
enable your company to repay these loans and 


to finance the continued development of the 
property. Your board has decided to raise 
these funds by means of a further issue of 
shares and, with this object, seeks your 
approval to increase the authorised capital by 
a nominal amount of £750,000 to £3,750,000 
by the creation of 3,000,000 new shares of 5s. 
each. You will also be asked to authorise , 
the directors to offer to shareholders of the 
company, at a price to be decided by the 
board nearer the date of issue, as many shares 
up to a maximum of 6,800,000 as may be 
necessary to rais¢ approximately £5,000,000. 
You will no doubt be interested to know 
that the official consent of the U.K. Treasury 
to the proposed issue of shares in the United 
Kingdom was received a few days ago. After 
repayment of the loans this issue will leave 
your company with a littl more than 
£3,000,000 fresh capital with which to con- 
tunue work on the property. 


The cost of opening up, developing and 
eventually bringing to production a large 
mine such as Harmony is very considerable, 
particularly at the present time when the 
general cost structure has reached an unpre- 
cedentedly high level. 


NEW APPROACH TO PROBLEMS 


The provision of adequate communica- 
tions, power and water facilities, and hous- 
ing for European and native employees in 
a relatively undeveloped area necessitates the 
expenditure of great sums far in excess of 
anything ever required for mining enterprises 
undertaken in the old days of the Rand. An 
entirely new approach must be made to 
problems that appear superficially to be 
familiar, and old and proved methods must 
be adapted to new techniques. Shareholders 
must remember, however, that if the sums 
required for this purpose seem alarming in 
their magnitude, the prospective rewards is 
nevertheless commensurate. There is good 
reason to hope that the Harmony mine will 
be one of the best in the Orange Free State 
goldfield and that the capital which must 
be raised to bring it to production will in 
due course pay well-deserved dividends to 
those who have had the courage to provide 
it. There are too many variable factors to 
be taken into account for me to be able to 
predict with any degree of accuracy what 
the total cost of bringing the mine to pro- 
duction will be. The £3,000,000 remaining, 
after repayment of—loans, from the fresh 
capital to be raised early next year should be 
sufficient to provide for early development 
at the ventilation shaft to carry the sinking 
of No. 3 Shaft nearly to completion and to 
make substantial progress with the construc- 
tion of a reduction plant of 40,000 tons 
initial monthly capacity. Shareholders must 
expect to be callea upon during 1953 te con- 
i a further proposal for the raising of 
a third and final tranche of capital required 
to carry the mine to production some time, 
it is hoped, before the end of 1954. When 
this call ge ge. pasion pene Late 
possession elopment results at t 
eS alice, Deine Cage no to “be of 
great signi ce in assessment 
of mining possibilities. You should, more- 
over, find satisfaction in_ the knowledge that 
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a considerable stake in this great undertaking, 
has given practical preof of its confidence in. 
the future of your property by offering to 
underwrite the forthcoming issue on favour- 
able terms. You will, therefore, be asked 
to authorise your board to enter in due course 
into an agreement with the Central Mining 
and Investment Corporation Limited on 
terms and conditions to be mutually agreed. 

I now move that the audited balance sheets 
as at June 30, 1951, and the report of the 
directors laid before the meeting be received 
and adopted. 

The report and balance sheet were adopted 
and special and ordinary resolutions were 
passed, 





PERMAS RUBBER 
COMPANY, LIMITED 


FUNCTION OF GOVERNMENT 
MR T. B. BARLOW’S VIEWS 


The forty-first annual general meeting of 
The Permas Rubber Company, Limited, was 
held on November 5th in London: 

Mr T. B. Barlow, the chairman, said: 
Gentlemen,—Rubber shareholders are so 
important—in that they are largely respon- 
sible-for an industry that has played a major 
part in developing Malaya and providing 
dollars—that attention should be drawn to 
their industry, and the disastrous treatment 
which the plantation industry receives. 

The announcement of a visit by the 
Colonial Secretary to Malaya in three weeks’ 
time provides a welcome opportunity for 
Government to take note of these facts: — 

(1) In order to combat bandits, estates 
are being ordered to move their labour forces 
to new sites (regrouping). They are then 
ordered to barricade or fortify the site and 
finally to employ guards at their.own expense. 
It is admitted that planters are the most 
important influence in maintaining law and 
order outside the towns of Malaya; so it 
seems most unjust that Government should 
not only take advantage of the industry in 
making it carry out and pay for the defence 
while the urban industrialist is protected free, 
but also has bribed at least one young planter 

to break his agreement and enter Govern- 
ment service. 

(2) General lack of drive and irrespon- 
sibility is typified by these instances: e.g., 
at a recent meeting at a very high level the 
question of improving the morale of special 
constables was raised and planters present 
suggested that the men should be decently 
clad and a new issue of khaki drill was 
required. The answer which the Commis- 
sioner Of Police gave was that he fully appre- 
ciated the need for better equipment of 
special constables, but it was impossible to 
get khaki drill, Recently at one police station 
there were six vehicles off the road because 
they could not obtain tyres. 

(3) The Government’s function is to 
govern. During the last three years the 
bandits have remained unsuppressed, but 
there is a new focus for the limelight, namely, 
the Economic. Member,- who concerns him- 
self with suggesting a further substantial cess 
to finance replanting. It is abundantly clear 
that plantations have handled this problem 
adequately and well. The case of the small- 
holder is. more difficult and, in all proba- 
bility, the only solution is law and order and 
additional areas, but there is no question or 
probability about one fact, and that is that 
unless Government governs and treats the 
plantation industry fairly there will soon be 
no need to trouble with Economic Members 
or replanting. But shareholders, unlike 
Government servants, will receive no pension 
when they are redundant. 

The report and accounts were unanimously 


adopted. 


SIAMESE TIN SYNDICATE, 
LIMITED 


RECORD MINING PROFIT 


The forty-fourth annual general meeting 
of the Siamese Tin Syndicate, Limited, was 
held on Blovember 8th in London, Mr 
“Kenneth O. Hunter, the chairman, presiding. 

The following is an extract from his state- 
ment circulated with the report and accounts 
for the year 1950: 

Output of tin ore rose from 1,445 long tons 
in 1949 to 1,525 tons. Increased output 
naturally. involved increased mining expendi- 
ture, but having regard to higher costs the 
increase cannot be regarded as excessive. 

It proved profitable to work certain low- 
grade areas previously considered uneconomi- 
cal and to rework some ground the expendi- 
ture on which had already been fully amor- 
tised. The average content of tin ore per 
cubic yard fell from .43 lb. in 1949 to .40 Ib. 
in 1950, but the increase in output and the 
high average price of tin metal more than 
compensated for this small reduction. 

The proceeds of ore sales, less selling 
charges, amounted to £948,003—equivalent 
to £622 per ton of ore—as compared with 
£585,817 and £405 per ton in 1949. This has 
enabled us to show a mining profit of 
£371,027 for the year 1950, which is a record. 

The consolidated net profit, before pro- 
viding for taxation, is £350,232. Interim 
dividends, less income tax, in respect of the 
year 1950 have been paid as follows: On 
November 4, 1950, 10 per cent. ; on January 
9, 1951, 15 per cent. ; on April 3, 1951, 50 per 
cent. No provision for a final dividend has 
been made in this year’s accounts in view 
of the Chancellor of the Exchequer’s state- 
ment of July 26th. . 

The report was adopted. 





BANGRIN TIN DREDGING 
COMPANY LIMITED 


INCREASED OUTPUT 


The thirty-first annual general meeting of 
this Company was held, on November 8th, in 
London, Mr Kenneth O. Hunter, the chair- 
man, presiding. 

The following is an extract from his cir- 
culated statement :— 

The output of tin ore from the three 
dredges has shown the remarkable increase 
from 598 tons to 1,101 tons in 1950. Te 
some extent this has been due to all three 
dredges and the powerhouse being in opera- 
tion throughout the year, and to the com- 
plete absence of serious stoppages. But in 
the main it has been brought about by the 
No. 1 and No. 3 dredges achieving a higher 
recovery, and at the same time increasing 
considerably their throughput in cubic yards 
working hour. 

The proceeds of ore sales, less selling 
charges, amounted to £627,774, equivalent to 
£570 per ton of ore—as compared with 
£240,357 and £402 per ton in 1949. This 
has enabled us to show a mining profit of 
£294,377 for the year 1950. It is estimated 


that the future life of this property is 13° 


years of dredging with two dredges plus 
some small areas which might be workable 
by gravel pump or power shovel, 

After the addition of the relevant income 
for the year and deducting the expenditure 
we are left with a net profit for the year 
1950 of £319,008 before providing for taxa- 
tion. Interim dividends totalling 40 per 
cent., less income tax at 9s. in the x 
have been paid for 1950. We regret we 
cannot usefully make any further recom- 
mendations until the intentions of the 
Treasury are known. 

The report was adopted. 
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The sixteenth annual gener 
Allied Bakeries, Limited. 
November 7th in London. 

Mr W. Garfield Weston ( 
who presided, in the course 
said: The results of interns! 


al 


have exceeded the most optimi 
tions, and the excellent fig, 
you are mainly attributable 


mental change. 
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The general condition of oy, ¢ 


aa 


undoubtedly better than a: any 
history. 

I should now like to refer 
affecting not only our bus 
every undertaking in the count 
is the important problem of cont 
costs. 


ne 
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These are occurring at 
most of the population of th 


reduced consumer demand and 


sive competition between bakers, Th 


second aspect of this problem is 
of stocks and debtors. 


increased by over £1: million, 
necessarily slowed down our 


plans ; in fact, almost the whole of the g 


plus profits ploughed back into 


during these two years has been absorbed ig 
maintaining Current assets instead of beng 


available for increasing fixed 
third and final aspect of rising 
cost of capital equipment. 


Our activities and earnings have om 
tinued to expand. The gross revenue @ 


£3,850,000 shows an increase 


over last year’s figure of £3,258,000, bur the 


net profit after all charges at 


only £418,000 above last year’s figure, dw 


principally to am_ increased 


depreciation. 


The higher rates of both income tax al 


profits tax have so eaten into 
that the profit after 


£1,293,000. 


The directors have given favourable oF 
sideration to an increased ordinary dividend 
although any limitation of dividend by stant 


may reduce future payments 


per cent. distributed in respect of the yea 
The amount paid away 
in dividends represents only one-fifth of me 


now under review. 


year’s earnings, leaving four-fi 
back for further development. 


We have a well-balanced financial structut 


despite the rapid expansion oi! 
tion in the last few years. 


We have continued the steady developmett 


of our overseas interests. 
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The report was adopted. 
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TRAWLERS GRIMSBY, 
LIMITED 


FISH PRICE CONTROL 
MR J. CARL ROSS’S VIEWS 


The thirty-first annual general meeting of 
wiers Grimsby Limited, was held on 
7th in London, Mr J. Carl Ross, 


wairman and joint managing director, pre- 
ising. : 
The following is an extract from his state- 


the year ended March 31, 1951. 


F Ar the beginning of our financial year ended 


1950, conditions had been favourable, 
they became extremely difficult towards 
se end of the period. Fortunately, in Octo- 
er jast, I was then able to report some 
mprovement and this has continued. 


The industry has been much surprised 
net purely from a political point of view 
has been considerable agitation for the 
cimposition of a Maximum Prices Control 
rder. This Order, which was cancelled in 
pil, 1950, had been kept on at least 12 
months too long, with devastating results. If 
me consider the price of fish at the port of 





Handing in July, the most recent month for 
Bwhich data is available, it is found that the 


weight of fish landed in Great Britain was 
compared with 1,237,601 
in 1950, the average price per stone 
ving risen from 5s. 44d. to 6s. 

Under any Maximum Prices Control Order 
he first thing to suffer would be the quality 





wis 


pf the fish landed, and the service given by 


port wholesalers to their inland customers, 


which in effect would be the service given to 


he general public. Fishermen would be 
bliged to return to the wartime practice of 


Pringing the largest possible quantity regard- 
bess Of quality. 


LARGE TRANSFER TO RESERVE 
The trading profit of the Group, including 


46.000 from previous years and interest 


eceivable, is £260,195, from which is 
ieducted interest payable £20,320, pro- 
mon for depreciation £110,000, directors’ 
ees and emoluments £14,664, auditors’ 
emuneration { 2,765, and provision for taxa- 


hon £61,303, leaving a net profit for the 


moup of £51,143. To this is added pro- 
on for taxation no fonger required, 
66,250. Subsidiary companies retain 
‘1,687, so that with the balance brought 
twatd from previous year, £37,813, there 
S available £134,204, which is dealt with as 
llows:—Transfer to gemeral _ reserve 


0,000, 6 per cent. preference dividend for 


he year £6,159, 15 per cent, dividend, less 


F%, on the ordinary share capital, £14,932, 
yeeving {43,113 to be carried to the next year, 


On a breakdown of our costs on the trawl- 
g side we find that for each 20s. received 
: 8d. has gone to the crew for wages and 
are money in the voyage, 4s. 8d. has been 
Pent on coal, oil and ice, 2s. 9d. on stores 
nd fishing gear, 1s. 8d. on dock expenses, 


PS. 6d. on repairs, 104d. on insurance, Is. 2d. 


depreciation, and 9d. on sundry expenses, 


saving 11}d., out of which taxation takes 6d., 


that only 53d. remains for interest on 


apital employed and reserves, which are 


tial j 
sential to meet the much-increased cost for 
Placement of vessels. 


DISTRIBUTING INTERESTS — 


In addition to he 
hunee, © Our trawling interests, a 
hover of nearly £3,000,000 ‘fs eciilonad in 
hat the Bau’s, engaged in distribution, so 
Dut of wane 8 total turnover is £4,000,000, 


‘ there j 
ne i lal 


ordinary. shares calls for £21,091, the Chan- 
cellor of the Exchequer collecting no less 
a sum than £61,303. 

_ At the present time there is continued 
justification for confidence, the profits to the 
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end of August being satisfactory. Whatever 
the conditions, your company is well equipped 
10 take its part in this most important 
industry. 

The report was adopted. 





FRAS. HINDE AND SONS, LIMITED 


ANOTHER SUCCESSFUL YEAR’S TRADING 
ORDER BOOKS SATISFACTORY 
CAPT. W. M. H. POLLEN’S REVIEW 


The twenty-seventh annual general meet- 
ing of Fras. Hinde and Sons, Limited, was 
held on November Ist at St. Mary’s Silk 
Mills, Norwich, the chairman of the com- 
pany, Capt. W. M. H. Pollen, M.C., J.P., 
presiding. 

The following is the statement by the chair- 
man which was issued with the report’ and 
accounts for the year ended June 30, 1951. 


Ladies and gentlemen.—For many years 
it has been our good fortune to report in 
our annual statements a successful year’s 
trading, and we are thankful to be able to do 
so again. We may look upon the last year as 
the end of our reconstruction period which 
started in 1946; it is the first complete year 
in which our new weaving shed at St. Mary’s 
has been in full production and in which our 
results have benefited thereby. Greater effi- 
ciency has increased our output at Mile 
Cross and Oulton Broad, with the result that 
our total production has increased by 10 per 
cent. At the opening of the Norwich Festival 
on June 18th we were honoured by a visit 
from Her Royal Highness The Princess Eliza- 
beth, which was a great event for all those 
working for the company, and will continug 
to be a very happy memory throughout their 
lives. 


SALES REMARKABLY GOOD 


Sales for the year were remarkably g6od, 
but during the last few months it has become 
increasingly difficult to maintain our export 
trade. We continue to be on the best of 
terms with our customers, both abroad and 
at home. Our order books are satisfactory, 
as the greater part of our production is used 
in those industries which are concerned with 
the country’s rearmament, as well as for 
normal industrial purposes and for the 
fashion trade. Having customers with such 
varied requirements we feel that we can face 
the future with confidence. 


Throughout the year there has been a con- 
tinuous rise in the cost of most of our raw 
materials as well-as in plant and machinery, 
spares, accessories, and in their maintenance. 
Though we have done our utmost to meet 
these increases from the proceeds of our 
greater production, it has been necessary to 
pass on a portion of them to our customers. 
We hope that the spiral of rising costs and 
prices may be near its peak and that we can 
look forward to more stable conditions. 


During the year the company’s secretary, 
Mr R. A. Cox, was appointed to the board, 
and we shall be asking you to confirm this 
appointment at the annual general meeting. 

e consider this appointment likely to be 
of great benefit to the company. 


TRADING RESULTS ~ 


The accounts show a profit of £76,035 
after taxation, which compares with £64,358 
last year. The increase in our fit, 
which is due entirely to higher uction 
and greater efficiency, benefits the company 
very little, as increased taxation on that profit 
uses up almost all of it. The sion for 


provi I 
taxation is no less than £103,000. It will be 
seen that during the past few years of 


strenuous and successful efforts the com- 
pany’s financial position has grown steadily 
less liquid, principally owing to crippling 
taxation. In this we are of course im exactly 
the same position as almost every other 
industry. 

During the year we received payment of 
a deferred war damage claim for machinery 
destroyed in 1942 and we have transferred to 
our reserve towards increased cost of replace- 
ment of fixed assets £44,000, being the esti- 
mated surplus over the written down book 
value of the assets destroyed. The asset 
account and the provision for depreciation 
have been adjusted accordingly. A further 
£10,000 is transferred from revenue to the 
reserve, which now stands at £114,000. It 
is Our intention to add to this reserve from 
year to year until such time as it is deemed 
sufficient to meet the additional cost which 
would be required to replace the whole of 
the company’s plant purchased before the 
present inflationary period began. A further 
£49,277 is transferred to general reserve, 
and £7,000 to the reserve for future taxation 
in respect of initial allowances. 


The balance sheet will show you that the 
company’s fixed assets now appear at 
£316,613. A valuation for insurance pur- 
poses which has just been completed sug- 
gests that these assets are really worth 
£1,006,000 at present-day reinstatement 
values, but we do not consider it necessary 
or advisable to revalue them for balance sheet 
purposes at the present time, though we 
might have to reconsider this matter at some 
future dat>. Greater production calls for a 
larger investment in raw materials, which 
have themselves increased. in price, and this 
accounts for the large increase in stock-in- 
trade. 


DIVIDEND LIMITATION : UNPRECEDENTED 
INTERFERENCE 

We are recommending a dividend on the 
ordinary share capital of 124 per cent. This 
is the equivalent, on the increased capital, 
of the 25 per cent. paid last year on the 
original capital. Had it not been for Govern- 
ment interference, we had fully intended to 
reward the patience of our shareholders with 
a larger distribution which would have been 
justified by our larger earnings. Our hands 
are now tied by this» unprecedented interfer- 
ence, which, as it lacks any economic justifi- 
cation, must be assumed to be some form of 
political manecuvre. When the country’s 
finances are once more in the hands of those 
who understand them, we shall certainly 
review the position again. 

The staff and employees of the company 
have, as usual, supported the management 
and done their work with devotion and 
energy, and we offer them our thanks and 
appreciation on behalf of the board and the 
shareholders. 

The report and accounts were adopted and 
proposed dividend approved. 

The retiring directors were re-elected and 
the other forma! business having been duly 
transacted the proceedings terminated with a 
vote of thanks to the chairman, directors and 
staff 
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NATIONAL CANNING 
COMPANY 


A SATISFACTORY YEAR’S TRADING 


MR S. W. SMEDLEY ON THE EVER- 
GROWING DEMAND 


The twentieth annual general meeting of 
the National Canning Company, Limited, 
was held on November 6th in London, Mr 
E. Ronald Crammond presided in the 
absence, through indisposition, of the chair- 
man, Mr S. W. Smedley. 


The following is an extract from the 
Chairman’s circulated statement: It is a 
pleasure to be able to report that we have 
again had a satisfactory year’s trading. 


The profit of the group, before taxation, 


amounted to £933,571, as compared with, 


£849,004 in the previous. year. Taxation 
this year has absorbed £516,759 of the com- 
pany’s profits, and, after the various adjust- 
ments shown, the net profits attributable to 
the National Canning Company amounted 
to £397,429, compared with £413,002 in the 
previous year. 


The National Canning Company’s own 
profit and loss account shows a surplus for 
the year of £99,429, which, with last year’s 
carry-forward, leaves a sum of £268,962 
available for distribution. Your directors 
recommend the payment of a dividend at 
the same rate as that paid for each year 
since 1947—namely 20 per cent., subject to 
tax. 


Work on the factory at Coupar Angus has 
been completed and, during the present 
season, it has been in full production. All 
our factories made satisfactory profits and 
the results of trading of Angus Fruit Farms 
in Scotland, Wisbech and Evesham were up 
to expectations. 


At Evesham we have spent considerable 
sums on building fruit pickers’ huts, re- 
pairing roadways and; generally, making 
considerable improvements to this farm. 


SUPPLY PROBLEMS 


The cost of cans, cartons, labels and in 
fact all our containers and packaging con- 
tinues to rise. You are no doubt aware from 
statements in the press and elsewhere that 
the supply of cans is by no means as 
adequate as we would like it to be. In this 
matter I should like to say that, while I feel 
sure our suppliers have done their very utmost 
to help us, the cause of the difficulty lies 
further back, inasmuch as it is a combination 
of ever-growing demand coupled with the 
diversion of tinplate to foreign countries. 
What it amounts to is that, so far this year, 
and here I refer to the year to May, 1952, 
we are with difficulty obtaining sufficient cans 
to enable us to maintain the-level of last 
year’s output despite our undoubted ability 
to increase production te meet the continual 
growth in the demand for our goods. 


When the new tinplate mills in South 
Wales come into full production we may 
perhaps look for some improvement, but, in 
any event, it seems to me that the present 
world apportionment of available supplies of 
British made tinplate should be revised at the 
earliest possible moment. 


EXPORT TRADE 


We are gradually building up an export 
trade which, under existing co: Sago must 
of necessity be somewhat limited; but, one 
aba and another, our name is i 


known throughout the world. 


oe eee costs and expenses are 
constantly under review, and we are — 
tinually finding wa ways to lower costs 

proving machmery and working idioms 


= 


generally, and it is up to all of ‘us, both 
management and workers, to pull our full 
weight towards this end. 


In recent years we have always been very 
conservative in the amount we distributed 
by way of dividend. In this connection an 
increase of £84,000 in the gross profits, as 
compared with the year to May 31, 1950, has 
been. virtually swallowed up by additional 
taxation. 


So far as the year-to May 31, 1952, is 
concerned, our pack to date has already been 
largely disposed of, and, provided supplies 
of containers are not interrupted, I see no 
reason why we should not have a good year. 

The report and accounts were adopted. 





- THOMAS PRESTON 
LIMITED 


EXTENSIVE DEVELOPMENT SCHEMES 


The thirty-second annual general meeting’ 


of Thomas Preston Limited was held on 
November 2nd in Manchester, Mr George 
Castle, LL.B., chairman, presiding, 


The following is an extract from his state- 
ment, which had been circulated with the 
report and accounts for the year ended June 
30, 1951: — 


I feel sure that the accounts of the com- 
pany and its subsidiaries for the past year 
will have given considerable satisfaction. The 
profits on trading have risen from £147,109 
to £354,648, whilst the profit, after providing 
for taxation, amounts to £103,379 to be com- 
pared with £55,995 in 1950. 


In the previous year’s< statement, it was 
pointed out that the raw material supply posi- 
tion was becoming increasingly difficult, but 
it was also stated that some return could be 
expected from the extensive development at 
that time being undertaken at Congleton and 
Wakefield. Both of these anticipations have 
been realized and although some part of the 
incréased profit must be attributed to the 
realization of favourable raw material pur- 
chases, the greater part was due to increased 
productivity throughout the group of com- 
panies. 

Although the development at Congleton has 
only been’ completed within the past few 
months and some further increase in produc- 
tivity can be expected, the board are bearing 
in mind the fact that, with an easing of the 
raw material position, highly . competitive 
trading conditions might return rapidly. 


INCREASED RANGE OF PRODUCTS 


Within the past year production at the bag 
factories in Radcliffe and Farnworth has been 
rearranged so as to obtain greater efficiency 
from concentration and new speciality 
machinery has been installed at Farnworth 
which will increase the range of products in 
the paper bag section. Since the close of the 
financial year, this development has been 
accelerated by the acquisition of Caldecot 
Press Limited of Llangollen, This company 
specialises in the production of powder-proof 
bags and seed packets and their demand for 
the highest quality printing will enable us to - 
concentrate and extend our group artist and , 
design department, which is so essential to 
modern packaging production, 

In anticipation of more competitive day 
we have co-ordinated the administrative and 
— pi 2g Bt of the Preston 

Higham companies are 
to effect a co-ordination oy 
sations “of Sanderson and i 
and Thomas Preston (Cartons) Limited. 

During the past we 
associated with agen 


produce paper yarns,’ 
and it is anticipated that 


co 
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7 report and accounts were approved 

the proposed dividend \.. di uly declanall 
At a subsequent extraordinary cenop 

meeting a resolution incre. ising aa authori 
capital of. the company to k 600,000 by a 
creation of 40,000 additions)! 6 per cen 
cumulative preference shares of £1 each sal 
1,250,000 additional ordinary shares of 
each was approved. 

The chairman announced that the Ley 

of Rights i in respect of bott h the ordi inary and. 
preference shares would be p osted ‘hat night, 
the Rights price being as follows 


Ordinary shares—13s. 9d. per share, 7 
Preference shares—par. 
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ASSOCIATED LONDON. 
PROPERTIES 


SATISFACTORY RESULTS 


The twenty-fourth annual general mee 
ing of Associated London Properties Limigd) 
was held on November Ist in London. 

Brigadier-General Wallace Wright, VC, 
C.B.,.C.M.G., D.S.O., D.L. (the chairmag) 
ss and in the course of his sped 

During the year property owners hud | 
to ner again quite difficult circumstances but, 
I think, in spite of that, that the accounty 
may be ‘ceaeied as satisfactory. 

Our gross income, including that from im 
vestments has slightly increased. Expense, 
and in particular repairs, have also increasd 
but, mevertheless, we show an increase 
£10,000, before taxation. There has, how 
ever, been a further increase in both profits 
tax, which hits us so unfairly, and in incom 
tax, and as a result the net revenue ol £68,714 
is down by just over £6,000. 


We decided to recommend a 7 per cet 
dividend for this year but unfortunately be 
fore we could do se the White Paper on tht 
control and limitation of dividends wa 
issued. To this we felt ob! ged to conform 
and so Seg are recommending 5{ per ceil 
(being the average of the 5} per cent. and 6} 
cent. paid’on the last ‘Gal occasions) and: 
have pu t the net value of the remainder 

1g per eons to a dividend reserve. 


On the balance sheet I have two points ® 


make; firstly in regard to the Quoted Invest 
ments, these are a temporary expedient i 
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investment pending the reinvestment of ou 
funds in pr The gross yield! ha ee 
approximately 5 per cent. anc, in 4 

realisations have produced surp/uses of ove 
£50,000. Secondly, the revaluation of pre 





a cap tal surplus 


perties, which produced 
ar 14 million. Among your properties 4 











ae eee ae office blocks nov revalued a 
abc about £3,500,000, the greater part of them 
let at tentals. There is a great short. 
age office accommodation and costs 
Pome are enormously higher than before 
the war. oe is these and similar consider 
ions, which which make these build: ngs so valua 
foe iin ang ogre inc! ~ase wt 
shown by the revaluation 






. nec ant 
_ Meantime, however, the prospect dS 
further. substantial qgmcrease in revenue 7 
existing properties must be considered #9 


“The report was adopted and he svi 
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HE ECONO’ 
NGLO-JAVA RUBBER 
COMPANY, LIMITED 


MR P. B. L. COGHLAN ON 
RUBBER PRICES 


annual general meeting 


t yenteentn 

7 held n the Council Chamber of The 
bs her Growers’ Association, Inc., on 
vember 27, 1951, at 12 neon: ; 

The followin an extract from the 


y py the chaisman, Mr P. BY L. 
«nee 1s been issued with the 
or the year ended March 31, 


hlan, which 


sual accounts ! 


,CCOUNTS 
profit of £524,926 was de- 
m our Malayan estates. 
'e British and Malayan Governments have 
ected or are to receive in export duty and 
on, no less than the gigantic figure of 
B71.575, Rehabilitation expenditure 
sounts to £39,415. We have provided 
000 for estates renewals. An annual 
ivision of this amount is necessary for the 
dual replacement of our older areas and 
. replanting programme is being acceler- 
d 48 circumstances permit. We have also 
vided £35,000 towards the fund for re- 


wing buildings and machinery as need 
pees. 

A net surplus of £7,548 has been brought 
from the Java subsidiary, and with the 
pount of {4,427 brought ferward the re- 


pining s £69,145. In the opinion 
the Board, this would justify the payment 
a final dividend of 6 per cent. (less tax), 
king a total of 10 per cent. for the year. 
wever, in view of the uncertainty over 
dividend: limitation proposals, an amount 
£42,000 has been placed for the time 
ng to dividend reserve. The amount to 
carried forward is increased to £27,145. 


SECURITY 


The recent tragic death in ambush of Sir 


tnry Gurney, the High Commissioner of 


Federation, has brought home vividly to 


autherities that some greater effort must be 
made to rid Malaya of these Communist 
murderers. 

I regret to say we cannot report any real 
improvement in security conditions in that 
part of Johore where the company’s estates 
are situated and we have had repeated bandit 
attacks on one of our larger estates, When 
we have asked for military assistance we have 
been told that there are not enough troops 
to be spared and the onerous and costly task 
of defence has been left largely for the com- 
pany to bear unaided. 

While the problem may not be entirely a 
military one, I do feel that the presence of 
more troops and trained police would help 
to imspire that confidence which would 
encourage the population to give more valu- 
able information to the police. In warfare 
of this nature, information as to the enemy’s 
movements is of vital importance and this 
will only be forthcoming when the people 


_have complete trust that the administration 


will obtain results and give adequate protec- 
tion. The latter is only possible when 
adequate forces are available. 


THE CURRENT YEAR 

It is unavoidable that there will be a 
considerable reduction in output. caused by 
the disruption of labour by security measures 
and general unwillingness to work as hard 
now that wages have been so substantially 
imcreased. The current year~will also bear 
in full the burden of the much heavier export 
duty but, nevertheless, results should be quite 
satisfactory. 

RUBBER PRICE 

The price of rubber has now been main- 
tained for some time at the fairly profitable 
average of approximately 45d. per pound. 
There have been suggestions in the press and 
elsewhere that the present prite is too high 
and that there may be some falling off when 
American stockpiling is discontinued. I 
cannot agree that this price is unduly: high 
when one takes into consideration the prices 
of other world commodities, how labour costs 


1163 
excessive rate of export duty which now has 
to be paid, All these items have to be met 


from the price and it jis obvious that there 
is not the big margin of profit abeut which 


“we hear so much. My own view is that the 


present price, in all these circumstances, can 
be considered to be only a _ reasonable 
remuneration for our hard-won product. 

As an illustration of what I have said above 
concerning other commodity prices, I would 
like to quote the following comparative 
figures for some of the more important world 
raw materials which show quite clearly that 
the rubber price has not increased excessively 
im comparison with the general trend in world 
markets : — 


score Sept. 1939 | Sept. 1951 | Ine, 


a a) 








‘ 4 i ian ee ee ee ce * 
Tin (per ton)..:........ 231 0 6} 0 0} 35 
Copper (per ton) ....... 51 0 6| 227 0 0} 45 
Lead sheets (per ton) ... | 24 6 0 2044 5 +G} 751 
Coal (pithead, per ton)... | Wu 3h 10; HI 
Timber (Finnish, per stan- | | 

ng pe ll 5 0) 106 0 0} 842 
Sisal (per ton).......... 18 15 6 | 245 O © /1206 
“Cotton (per Ib.) ........ 64 3-6 | 46 
Rubber {pet tb.) ....... i 9} | 3 314) 387 


I agree, however, that there is a danger 
that when American stockpiling finishes there 
may be some severe recession in the price. 
It is at this time that I hope that the 
Americans will not be unmindful of the fight 
which Malaya has been waging against Com- 
munism in South-east Asia and that, by 
adjusting her very large synthetic production 
to allow more natural rubber to be used in 
America, she can maintain the rubber price 
at a reasonably remunerative level which is a 
vital necessity if a sound economy in South- 
east Asia is to be upheld and the fight 
against Communism is to continue success- 
fully. It must not be forgotten that nearly 
50 per cent. of Malaya’s rubber production 
comes from many thousands of smallholders 
who might be tempted to drift towards Com- 
munism if their livelihood was threatened or 
taken away from them by unremunerative 
prices. 











my people in this country that the emer- have risen, the heavy cost of regrouping and There is also the vital consideration of 
pcy in Malaya is far from an end. While defence measures against bandit attacks, the replacing vast areas of old and declining 
t deplore this savage amd cokd-bleeded continual rising prices which have to be paid rubber with high-yielding young stock so as 
der, we hope that some good may arise for estates’ supplies and equipment, the ever- to ensure adequate rubber supplies in the 
mi it in that it will emphasise to the. increasing cost of replanting and replacement years to come, and this cannot be done unless 
of buildings and machinery and, finally, the profitable prices are assured. 
NCES NATIONAL COAL BOARD 
AVELIN Applications are invited for a post in the Market Planning and 
Notice is hereby so - BARFORD. cngeoidle anol Intelligence Section (Inland) of the Marketing Department at London 
a Meeting he B ° d of Di “ ashe *~ d h ess way were ae id Headquarters. Salary, depending on qualifications and experience, 
vember & 1951 card Of Directors of the above Company he will rise to a maximum of about £1,100 per annum. The post is 
That a Divic superannuable. ; 
a oe lative ee bang y pied yea — the a 1e successful candidate will be required to take part in short- and 
r annum for the six monte tee gre ot 1s. : ng Hs ch "91. elong-term studies of the ‘coal consumers’ requirements, particularly 
1. and that 5h per = t ve me Aen yoy ‘ . Ost ce Tr nefer in the inland market, assist in the provision of the Market Intelli- 
ke of the Company Fg ’ yo ative ster iB t + ae rs =y gence Service for the Department as a whole and act as Deputy to 
gy Ahtigbal iny ee osed from December o December 24, the Head an ton Sere: cng ga > — nana ad 
That a Divide ea ; tion’ of market ta essential and a good workin 10wledge 
ht Second C latee Boonen ae athe tain or 8 per Boies (a) characteristics of coals produced in each coalfield, and (b) coal 
annum for the period from July i, 1951, to December 31 1951, utilisation, would be an advantage. } {in chronological order) of 
i that the 5 per cent Second Cum lativ Preference Stock Transfer Apply in writing, giving full particulars (in chro & sent dating 
bks of the Company be closed from December 10 to December 24,” | 8. education, qualifications and experience (with dates) to Nationa 
l, both dave. chy BG, Closed from: December 10 to December 24, Coal Board, Establishments (Personnel), Hobart House, Grosvenor 
= ihe Place, London, S.W.1, marking envelope TT/391, Original — 
ve ET RYAN: Geertars monials should not be forwarded. Closing date November 24, 1951. 
bvicta Works, Grantham, eu : ‘ “4 LARGE organisation for Retail Distribution and other activities 
rrapinemaee eae A is seekia on a permanent t, 9 QUALIFIED ACCOUNTANT 
UNIVERSITY OF LONDON who should be an Honours Gra wate, aged 28 to 35 en gee 
;. Samp Memorial Lecture - Balance of Payments " earning, in due course, at least £3, per annum. Starti alar’ 
aie given by I of essor ‘se C. Robbins it i University of London, £1,000 to £1,500 per annum according to age and qualifications. Head- 
Ts + (citrance from Russell Square or Malet Street, W.C.L quarters will be in London but the holder will be expected to work 
rlaay N 


vember 20th, at 5.30 p.m, 
FREE, WITHOUT TICKET, 
JAMES HENDERSON, Academic Fegistrar. _ 


UNIVERSITY OF LONDON 


iicee lectures on “The Theory of Demand and the 
5 nm are" will be given by Prateasce J. R. Hicks (Oxford) 
bohOmice sw) y. ber 15th, 22nd and 29th at the London School of 


ree, 2nd Political Seience veh, W.C.2., 
DMISSION | REE, WithOvr ROKER TICKET. Siti — 

JAMES H SON, Academic Registrar. 
HE CHART! {amir ances JiR ~ Se 


ADMISSION 








RED INSTITUT SECRETARIES.—Directors 
flarial ang, Services of CH ARTES to fil 
he <o Similar executive ere invited to commun 
is. ing “ty of the Institute, 16, George Street, Mansion 


TOUNG 7... agli pe ee 
ah ‘“\'led or Costs Works Accountant required by 
intaining 1) in Watferd area, to assist in developing and 

6 ew cost system.--Please reply to Box 785. 





for short periods in any 


rt of the country. Please write, giving 
very full particulars, to 
wee. 


x E285, L.P.E., 110, St. Martin’s Lane, 





OBSON, MORROW & CO. require the services of a Chartered or 
R Incorperated accountant with industrial experience and who is 
interested in being trained in the development and installation of 
management control accounting. Four-figure commencing salary with 
annua! increases, Send full particulars of age, education, qualifica- 
tions, experience and pane salary to Robson; Morrow & Co., 59, 
New Cavendish Street, London, W.1, marking envelope “Application.” 


RECTO e 45), prosperous Shipping Company London as 
greets wy Mey ae £2000 Zenith, wishes change with more 
ospects, public school, hard worker.—Write Box “ SP/123," c/o 

BE. Bishopsgate. B.C.2. rect es ni 











NYONE can writé a letter; to write advertising that selis is @ 
1. job for men with special experience and flair. Fer persuasive 


publicity that produces worthwhile results, consult Samson Clark 
and 


Co., Ltd., 57/61, Mortimer Street, London, W.1. MUSeum 5050, 


SNe 
“= 
« 


SECC ROR 
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DOMINION OF CANADA 
THREE-AND-A-QUARTER PER 78 sao REGISTERED STOCK, 


For the purpose of prepari the Interest Warrants due January 
i, 1952, the BALANCES will STRUCK at the close of business 
on December 1, 1951, after which date the Stock will be transferred 
ex-dividend. For Bank of Montreal. Financial Agents for the 
Government of Canada in Londen, A. D. HARPER, Manager, 47, 
Threadneedie Street, E.C.2. November 1, 1951. 


Crennenee amretiepaptinesnemectnsamtsnsitinn ie 


PROVINCE OF QUEBEC 
FOUR-AND-A-HALF PER CENT. REGISTERED STOCK, 1954. 
For the purpose of copase a Interest Warrants dué January 

i, 1952, the BALANCES will STRUCK at the close of business 
on December 1, 1951, after which date the stock will be transferred 
ex-dividend. For Bank of Montreal, A. D. HARPER, Manager, 47, 
Threadneedie Street, E.C.2, November 1, 1951. 
CITY OF BLOEMFONTEIN 
FOUR PER CENT. INSCRIBED STOCK 1954 

CITY OF JOHANNESBURG 

THREE AND A HALF PER CENT. INSCRIBED STOCK 1958/63 


CITY OF PRETORIA 

THREE AND A HALF PER CENT. INSCRIBED STOCK 1953/58. 

NOTICE IS HEREBY GIVEN that in order to prepare the 
WARRANTS for interest due January 1, 1952, the BALANCES of 
the several Accounts in the above-mentioned Stocks will be struck 
on the night of December ist next, and that on and after Decem- 
ber 2nd the Stocks will be transferable ex dividend. 

For Barclays Bank (Dominion, Colonial and Overseas) 

(London Registrars of the above Stocks), 
G. A. D. HARRISON, Manager. 





Circus Place, London Wall; E.C.2. 
ae November 6, 1951. 
CITY OF BLOEMFONTEIN e 
FIVE PER CENT, INSCRIBED STOCK 1960 
NOTICE IS HEREBY GIVEN that in order to prepare the 
WARRANTS for Interest due December 3ist next, the BALANCES of 
the several Accounts in the above-mentioned Stock will be struck on 
wekhe night of November 30th, and that on and after December Ist the 
tock will be transferable ex dividend. 
For Barclays Bank (Dominion, Colonial and Overseas) 
(London Registrars of the above Stock). 
G. A. D. HARRISON, Manager. 
Circus Place, London Wall, E.C.2. 
November 6, 1951. 


Cre SERVICE COMMISSION. ADMINISTRATIVE Class of the 
/ HOME CIVIL. SERVICE and the ADMINISTRATIVE Cliass of 
the NORTHERN IRELAND CIVIL SERVICE (Methods I and It), 
and the SENIOR BRANCH OF THE FOREIGN SERVICE (arrange- 
ments as for Method II). An Open Competition will be held in 1952. 
Age limits 20)-24 on August 1, 1952, with extension for regular ser- 
“ in H.M, Forces, and, up to two years, for other service in H.M, 
orces. 

For particulars ec rag prospects of promotion) and application 
forins write (preferably by conere to Secretary, Civil Service 
Commission, 6 Buriington Gardens, London, W.1, quoting 11/52 for 
the Administrative Class and 12/52 for the Foreign Service. Com- 

leted application forms for Administrative Class Method II and for 

‘oreign ryiceé must be returned by November 30, 1951, and- for 
Administrative Class Method I by February 28, 1952. 
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STATISTICIANS IN THE CIVIL SERVICE 


The Civil Service Commissioners annou at 
for fifteen posts of Assistant Statistician, ofan 
Candidates must be at ieast and 
November 1, 1951; extensions allowed for sery\.. po 
short-service engagement in H.M. Forces and.) ...*," 
other Forces service, There will be a written «.aninw?)® 
lish, General Papers, Statistics, and ether Kcons:: ) N20 ing 
on eee hs i> ist, followed by interview Ne 9 m2 
ualification ’ e TS will be of Pires as 
cane Honours ig one ‘ aig ; ¢ First or Sas 
lary scales: £400—f men): £400—f650 | 
of promotion to £1,375 and to £2,000. 5 
Superannuation provision under F.S.S.U. 
Particulars and application forms from Sec:>:4;y) Civi 
Commission, Burlington rdens, London, W.i, qudtin ' Serv 
completed application forms must reach him }. ~....5.%° 9 


¥ ‘ovember 30. tag 

] EPOSIT ACCOUNTS.—A Hire Purchase Finance op 
specialising in the financing of Hire Purchas« contracts 408 
known Midland firms is prepared to accept limited funds 2 ™ 
or long term ge me at attractive rates of Interest in Unwe s 
to £5,000. The deposits will be fully covered by +), Him p of 
contracts, which are very well spread, the ‘instalments < 
guaranteed by the retailers, Particulars f, the Con being 
Accountants.—Box 783, he Company 


a LEOPOLDSKRON, Salzburg, Aust: Winter Seas 
Scholarships are offered for courses in An-rican Poop 
Prose, Jan 3-Feb, 1. Political Science and American po 
Feb. 6-Mar. 7, Political and Intellectual Histor, of Usa. yal 
Apr. J7. Extensive knowledge of these subj. not “essential 
candWates must be able to show that the cours at Saizby ; 
some definite relation to their work, Special cons deration BB... 
these engaged in teaching, public life or creative work se 
research students. For application forms, wri: to Wud 
Gloucester Place, London, ; bite, 
DVANCEMENT causes a vacancy for a Gen: 
in FIBREGLASS LTD. We manufacture 
for use in the insulation field and in plastics. The products » 
mainly for technical purposes and many new applications are undas 
development. : 
The General Sales Manager will be responsible 
sales effort of the company, and a high standard of education » 
as 2 University Degree or similar qualification, is desirable Ai 
between the ages of 35 and 45 is een erred. 
The post covers heavy responsibilities and the work is hard 
applicant must show thorough and successful experience in gener 
sales organisation. Residence near the headquarters of the compan 
at St. Helens, Lancashire, will be essential. The post carries 
substantial initial salary and is progressive. 
The vacancy been notified to our own staff, and a fi 
selection will be made, Those 
asked not to apply. 
Address applications, with an outline of career, to MD, 4 
Fibreglass Limited, St. Helens, Lancashire. 


Deyn eto: representing a manufacturing industry with i 
own house in Mayfair has available exceptionally good affg 
space, conference rooms and ' secretarial services. Home offer 
to similar organisation desiring t6 share these facilities,—Box 7% 


H4v2 A CIGARETTE with your J.V.R. 3 Star Brandy, You a 


buy 20 with what you save on a half-bottie at 19s. 34. JY. 
8 Star South African ndy 37s. Gd. per bottle 


“lal Competis 


under 28 years of 


Fomen), Prone 








ral Sales Manas 
Elass fibre produe 


for leading 


OT 


with inadequate qualifications 











“IVIL, SERVICE COMMISSION.—SPECIAL DEPARTMENTAL 
Classes, Methods I and II (i.e., H.M. Inspectors of Taxes; Cadet 
Grade, Ministry. of Labour and National Service: Probationary 
Assistant Postal Controllers; Grade III Officers, Ministry of Defence). 
An Open Competition will be held in 1952 for about 60 vacancies, the 
majority in the Inland Revenue Department. Age limits 20)-24 on 
August 1, 1952, with extension for regular service in H.M. Forces, 
and, up to two years, for other service in H.M. Forces; and candidates 
at least 24 and under 30 on August 1, 1952, may compete under 
Method II if they have experience in employment in industry or 
social work particularly fitting them for posts in the Ministry of 
‘Labour and National Service. 

For particulars (including prospects of promotion) and application 
forms write eg me 4 y postcard) to Secretary, Civil Service 
Commission, Burlington Gardens, London, W.1, quoting 
No. 17-20/52: Completed application forms must be returned by 
ann g 30, 1951 {for Method ID, or February 28, 1952 (for 

eth i 





ASSURANCE COMPANY LIMITED 


CHIEF OFFICE 
OXFORD STREET MANCHESTER | 


THE REFUGE 
WILL SAFEGUARD THE FUTURE 


FRANCE FOR PERFECT WINTER HOLIDAYS 


Enj ion in winter sports, sunshine and cuisine at famous Fremck ry 

TRA -BY RAIL FOR COMFORT, ECONOMY AND PUNCTUALITY. 
Reduced tourist or road-rail tickets issued in advance. Couchette Sleeping 
accommodation {Ist and 2nd class). Through registration from London 
(Victoria) of baggage, skis, etc. 

information and bookings from Travel Agents or 


FRENCH RAILWAYS LTD., 179 Piccadilly, London, W.1 ¢ 


The Economists’ Bookshop Ltd.—— 


caters for specialists and students in 











Economics and the Political and Social Sciences 


11-12 Clement’s Inn Passage, Aldwych, W.C.2 











GOOD FOOD 


We specialise in catering for 
industrial canteens, offices, and luncheq 
clubs. Our organisation is not too large 
or unwieldy and-we can give personal 
supervision to all our contracts. Write 
for testimonials from our clients; 
addresses given on application to:- 

Harold Jayes & Son, Ltd., 
29, West Heath Court, 
LONDON, N.W.11. 
SPEedwell 2498 & 6754 


? Better send WINE TOKENS 


P r ch will be @ 
BUSINESS Baie! sang el: pe 


a See 
‘ to his taste. 
PRESENTS Wine tokens are sold and exchanyed by mos 
? merchants and are available from S- upward. 
SPONSORED BY THE PRIENDS OF WINE, 1, Vi\TNERS' PLAGE. SE 
Postal 


Tuition for a EC ON. 


The London University B.Se, Econ, Degree is a valuable qualiicstiod tor & 
senenecte Said wellare sha ta Sedo ced tot teaching or adits 
posts under Education authorities, ete, The degree is to all winged 
residence, You may for the three ex: ‘fat home ucder pet pes 
gvidance of Wolsey Hall (est 1804) fees are reasonable and my be paid by 


Prospectus irom che Direcior si WOLGEY HALL, OXFC 


. ’ Ee 
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Printed in Great Britain by St. Cusments Press, Lro., Portu al St., Ki 
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at 22, Ryder Srreet, St. James’s, London, S.W -5. Representative : 
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